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Comment 


P. McCORMICK’S recent volume “Multiple 
Management” gave impetus to the use of com- 
mittees in industry as agencies for sharing 

knowledge, suggestions and initiative on all phases of 
operation. Now two public relations counselors, Messrs. 
Belisle and Stoddard, describe a novel plan for extend- 
ing committee activity down into the organization in 
order to improve the quality of public relations activity. 
At this time when public relations procedures are right- 
fully gaining fuller attention, this article makes an im- 
portant contribution to effective techniques here. 


Mr. Board’s article on “Appraising Executives” faces 
a tough problem in a constructive way. He is consider- 
ing how the performance of top executives can be 
candidly checked and appraised. His hints will be 
appreciated by under-executives who know the weak- 
nesses of leaving the top men uncriticized and by head 
executives honest enough to realize the omissions of 
present practice. 


Collective bargaining is being increasingly discussed 
from the point of view of improving its operational suc- 
cess. Mr. Tead’s article goes a step beyond this and 
suggests that operational success has to be thought of in 
terms also of citizenship in the industrial world and in 
terms of the individual’s total personal freedom as af- 
fected by his working life. The problem he poses is 
obviously construed in these terms because of the threats 
to personal freedom now taking place under other 
forms of government abroad. 


Mr. Farquhar’s contribution focuses on an area in 
which American management thinking stands in great 
need of further clarification. His observations will be 
found fresh and pertinent to the organizational problems 
faced today by many companies. It is a source of grati- 
fication that we are able to offer this keen analysis as a 
worthy addition to the meager literature of a vital and 
neglected field. 


The series by Mr. Hathaway is a distinguished con- 
tribution to the exposition of the “Taylor movement” 
by one of its early exponents whose long experience has 
enabled him to interpret Taylor’s principles in solid re- 
lation to the needs of today. Applications of the scienti- 
fic management approach have lagged in the selling 
field; but this article helps to show how they may be 
made. 











Public Relations Committees 


A New Management Technique 


By EUGENE L. BELISLE ann WM. LEAVITT STODDARD 
Stoddard & Company, Boston 


“ 


. . . the emergence of new knowledge enforcing an increasing measure of special- 


ization and hence of discrimination of function, has greatly outsripped our social 
inventiveness in devising organization patterns to take care of the new situation.”— 
Major L. Urwick before the Institute of Management, New York, Septem- 


ber, 1938. 


nevertheless possible to say that a new manage- 

ment technique called the public relations com- 
mittee system, is not only an effective method by which 
a business organization can improve public relations, 
but that it is also a development in management engi- 
neering of fundamental and far-reaching significance. 

Quite apart from results in customer, community and 
general public relations, the system has reflected its 
value in operating efficiency, internal co-ordination, ex- 
ecutive and personnel morale, and in the fuller use of 
the potential individual and collective power for gen- 
erally more efficient business practice. 

The public relations committee system is new. To 
the best of our knowledge, it is only about two years 
old. Its experience record is limited to a few compa- 
nies. The two of these of which we have intimate 
knowledge form the basis of this study. 

Its importance may be gauged by the standing of the 
companies which have found the system a logical, in- 
tegral development; by the fact that even in its early 
stages of growth within these companies, it has won 
skeptical executives to enthusiastic endorsement ; by the 
fact that neither of the companies has abandoned the 
system; and by the fact that these companies, which 
began by testing it in a limited way, have continued to 
expand its functions. 

A one sentence definition of the public relations com- 
mittee system would be the development, through new 
committee forms, of an internal mechanism for deter- 
mining the public relations problems of a company, cre- 
ating attitudes of mind favorable to their solution, 
arriving at sound methods for solving them, and acti- 
vating the organization on a planned, developmental 
program for their solution. 

Why is the public relations committee system so sig- 


S UPERLATIVES are almost always wrong. It is 


nificant from the standpoint of personnel relations and 
management? The answers are: 

1. It draws executive, lower supervisory and rank 
and file personnel into a unified relationship, on a 
round-table basis for the purpose of creating better 
public relations. 

2. It objectifies all problems by visualizing them in 
the light of the external influences of public and con- 
sumer opinion, rather than management wants and em- 
ploye desires. 

3. It removes the concept of grievances from such 
personnel problems as are raised in committee and sub- 
stitutes the concept of public desirability for one or an- 
other policy. 

4. It opens the door to every employe and executive 
in an organization for as full participation in company 
thinking as he is capable or desirous of. (Incidentally, 
the ramifications of the system in identification of po- 
tential but obscured executive and leadership abilities 
among the lower ranks of supervisory personnel and 
in the rank and file of operating personnel have been 
significant. ) 

5. It implies a total abandonment of appeals to “loy- 
alty” as substitutes for the better engineering of social 
adjustment of individuals striving to excel. 

6. It creates a natural and unobtrusive forum and 
opportunity for employe economic education in the 
problems of their company. Naturally, complete frank- 
ness in the handling of questions as to company income, 
expenditures and policy are essential as the basis of 
confidence. 

The form of the public relations committee system 
within the framework of management and organization 
presents an unspectacular and, to some executives, com- 
plicated and discouraging picture. On the surface it 
would seem to be merely a multiplication of committees 
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cutting across departmental lines and management 
levels; an increase in the talk rather than the work 
function; a confusion of the responsible centers of 
policymaking and executive decision; and an_inter- 
ference with the line organization in the sphere of ac- 
tion, 

That such seeming obstacles are either eliminated in 
capable practice or are far out-weighed by other bene- 
fits is our conclusion and evidently that also of the 
companies now practicing the system. More than any 
other system the public relations committee system is 
a process rather than a form. Certain of the forms of 
interdepartmental relationship through co-ordinating 
committees, for instance, had already existed in policy 
and on the charts in one of the companies pioneering 
with public relations committees. But once the new 
committee system got under way, executives and super- 
visory Officials testified to the greatly improved co-ordi- 
nation actually achieved. 

Today, in the two companies which have worked 
along this line for two years, almost any executive will 
endorse the system on numerous grounds: co-ordina- 
tion both in the sense of mechanical functioning of serv- 
ice, and in the sense of ideological co-ordination in 
business planning ; efficiency, that is, increase of produc- 
tivity, limitation of waste, etc. ; and organization morale, 
including the heightening of individual interest in, 


knowledge of and sense of identity with the organiza-. 


tion and the broader human society which it is designed 
to serve. 

We may illustrate the points of similarity and differ- 
ence in the development and functioning of the systems 
in two large organizations, as follows: 


I. The A Company 


The A Company is a public service corporation doing 
business in several states. Executive management in- 
cludes: president; secretary; treasurer; general auditor 
heading the accounting department, which is considered 
as an operating department under the new committee 
system; four vice-presidents,—legal, personnel, public 
relations and general manager. Under the general 
manager are the heads of four departments,—engineer- 
ing, plant, distribution and sales. These four depart- 
ment heads together with the accounting department 
executive on the same executive level were constituted 
as a general public relations committee. 

The vice-president in charge of legal affairs and the 
vice-president in charge of public relations and his as- 
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sistant “sit in” with this committee, but not as voting 
members. The vice-president in charge of personnel, 
the president and other top executives also sit in on oc- 
casion. The committee has an advisory staff committee 
composed of specialists from each of the five depart- 
ments. 

There are five territorial divisions within the A Com- 
pany, each with plant, distribution and sales managers 
on the same executive level. These executives in each 
division were constituted as five division public relations 
committees, with active or “sit-in” membership by ex- 
ecutives of the engineering and accounting departments 
on as nearly the same executive level as possible. 

A similar situation existed and a similar procedure 
was followed in the district areas within the divisions. 
One aspect of the whole committee development is 
demonstrated by the fact that the district committees 
“grew” according to the degree of interest and point of 
view of division and district executives. In one divi- 
sion, district committees do not exist. The division 
committee holds its monthly meetings in various district 
offices by rotation, and district supervisory officials are 
invited to sit in. Somewhat the same results are obtained 
as are obtained by district committees in other areas. 

There are thus public relations committees function- 
ing on three distinct levels of the executive hierarchy : 
the general committee, the division committees and the 
district committees. Each of these committees cuts 
across departmental lines and places company public 
relations to the fore as their only purpose. From a 
practical standpoint, there is no aspect of company busi- 
ness which does not fall within this category. This has 
been the guiding principle from the start. 

While the committee represents a far-reaching modi- 
fication of methods of determining policy by increasing 
the influence of down-the-line executives, care has been 
taken to maintain basic relationships between the differ- 
ent levels of the executive hierarchy. The general com- 
mittee issues plans, projects, recommendations and 
decisions to the division committees, which, in turn, 
have direct relationship with the district committees. 
The reverse flow follows through the same channels, 
there being no direct relationship between the general 
and district committees. It is interesting to note that 
the district committees have become the chief source of 
recommendations for various policies and projects, with 
the higher committees fulfilling the role of deciding on 
recommendations, rather than originating any but 
broader guides to thinking and action. 

Thus far, the system will seem to go little beyond 
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the functioning of committees in a decentralized, “func- 
tional” form of management organization. The dif- 
ferences, however, are marked in practice. 

Every division committee meeting is attended by one 
of the five members of the general committee. This 
brings each chief operating executive, in rotation, into 
close contact on a working basis with the men with 
whom his five divisional subordinates next in line must 
co-ordinate with most closely. Special problems in the 
province of one or another operating executive thus 
naturally arise at a meeting which he attends. The 
cumulative effect of the system is to create an increas- 
ingly higher degree of direct co-ordination between the 
different levels of different departments of the execu- 
tive management, one of the weak spots in most organi- 
zations. 

The vice-president in charge of public relations or 
his assistant also sits in at each division committee 
meeting as an unofficial liaison with the general com- 
mittee. He is thus available to supplement the minutes 
of the general committee meeting which have already 
been circulated among the division committee members, 
pass ideas along, and carry back to the general com- 
mittee the views of the division committees. The 
public relations staff, however, plays a background role 
throughout the committee work. 

District public relations committee meetings are also 
attended by division committee representatives in rota- 
tion, with the same results in closer contact and co- 
ordination. 

The chief difference between these committees and 
most other committees of management, however, lies in 
the influences under which they work. They meet 
for the purpose of planning and executing the improve- 
ment of public relations. The result of this purpose is 
the objectifying of the business problems which arise, 
the dissolving of internal friction and the developing 
of an executive outlook which sees the company in the 
light of consumer and public wants and desires. 

In Company A, the plan for the development of a 
committee system, outlining the general and division 
committees only, was circulated at an early stage among 
supervisory personnel down the line, including those 
on district and lower levels. A questionnaire was also 
sent to each person of supervisory rank asking for ideas 
on what the company should do to improve its relations 
with the public. A large percentage of the responses 
contained ideas suitable for adoption. Some became the 
basis for projects subsequently developed and admin- 
istered through the committees. Naturally, the general 
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committee has been careful to keep supervisory per- 
sonnel informed of these and all other steps and has 
given credit to individuals and committees. 

Definite projects for each department are determined 
every six months and circulated among the supervisory 
personnel. In some instances these projects are identi- 
cal for all departments, thereby emphasizing a com- 
pany-wide program of development in this field. In 
virtually all instances, each department project calls for 
some measure of co-operation with other departments 
and this is outlined under each department’s projects in 
the plan. A report on the work accomplished in carry- 
ing out the projects is made every six months to the 
president of the company. 

Projects usually cover a period of six months or 
more. They are limited to less than half a dozen for 
each department at any time. They vary from such 
broad ones as “Improving Contacts with the Public” 
and “Showing the Public our Plants and Offices,” to 
such technically complicated matters of operation as 
“Improved Billing Service” and detailed steps in service 
operations, 

Evidence partly of heightened morale and partly of 
increased facilities for interdepartmental co-ordination 
resulting from the public relations committee system 
have been notably apparent in the engineering of some 
new aspects of service which management had hitherto 
sought but been unable to accomplish. In this respect 
the public relations committee system apparently em- 
braces some of the functions performed by group job 
analysis meetings in various companies, where amazing 
results have been achieved. 

Various improvements in the engineering of sales, 
advertising, publicity, public contacts and other ex- 
ternal promotional efforts form, of course, some of the 
major works of the system. The needs of technical 
research and development in almost every aspect of the 
business have been more clearly defined and subsequent 
changes better introduced via the system. The meas- 
urement of the relative importance of various consumer 
wants is determined with improved accuracy. 

The system has its influence and ramifications 
throughout all phases of management thinking and prac- 
tice, and is now apparently established as a permanent 
method in management. 


II. The B Company 


The B Company is a regional food manufacturing 
and distributing organization, selling both to dealers and 
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to consumers directly. Its management consists of an 
executive board of fifteen operating executives—a com- 
mittee system at the top with line organization beneath 
each head. 

The general idea of tackling problems of improving 
public relations by marshalling the down-the-line execu- 
tives of the organization into committees was approved 
by the board, but without any formal plan of the final 
set up or relationships. As in the case of Company A, 
the subsequent growth of committees was determined 
by the degree of local interest among various groups of 
executives and supervisory officials. The organization 
and functioning of the committees were undertaken by 
one of the operating executives designated by the presi- 
dent, with the assistance of the assistant to the president. 

Unlike Company A, Company B committees were en- 
couraged to establish sub-committees of personnel 
reaching down to the lowest supervisory levels in in- 
dividual branches and departments, and even to embrace 
non-executive personnel within the system. Com- 
mittees did so or not according to the views of their 
individual members, which included, of course, the sales 
managers of branches in various communities. A high 
degree of local project planning was intentionally en- 
couraged for a considerable period even at the expense 
of some “wasted” time, through the philosophy that the 
primary problem was to develop independent and vigor- 
ous thinking all the way down the line. Nearly a year 
of functioning passed before a three-point program for 
all committees was proposed and adopted at a joint all- 
day conference of all the committees. 

The first committees to be formed corresponded to 
those of the Company A district committees. By per- 
sonal report and occasional news bulletins, all com- 
mittee members were kept informed of the thinking and 
accomplishments of other committees. Thus, side by 
side with new machinery aiding interdepartmental co- 
operation and co-ordination, the competitive influence 
was brought to bear on committee progress. 

After about a year and a half of district committee 
operation, a general committee was formed, composed 
primarily of executives in posts of divisional manage- 
ment; i.e., between the artery executive and branch 
management levels. The committee grew as a logical 
step in answer to the need for such a body to facilitate 
decision and action on recommendations arising out of 
the local committee meetings. Prior to that time, the 
two representatives designated by the president to de- 
velop the committee work acted as liaison between the 
committees and the various line executives, 
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Among the chief problems which were insistently 
raised in the Company B committees were various bar- 
riers to efficient sales co-ordination between sales out- 
lets handling different products. The committees were 
allowed to devote a good deal of time toward working 
out these problems. Gradually, those guiding the com- 
mittee work encouraged more attention to new aspects 
of public relations and company promotion. The same 
was true of co-ordination between plant and sales de- 
partments. Numerous minor weak spots in the unity of 
company operations were gradually strengthened. One 
consequence of the committee work was to bring into 
sharp focus the extent of disparity between the action 
of different departments, particularly in ultimate opera- 
tions of sales and service people down the line—a dis- 
parity which only a few executives had hitherto 
observed. No disparity appeared insoluble, however, 
once the down-the-line co-ordination got underway. 

In the first year and a half of operations, the public 
relations committees raised more than 250 problems re- 
quiring consideration and action. Some dealt with in- 
cidental methods which could be modified for all future 
operation in relatively simple fashion. Some consisted 
of broad projects involving major study, planning, or- 
ganization education, etc. 

A few examples of the 250 are as follows: 

1. Improved telephone reception to the public. This 
resulted in the development of a permanent check-up 
system, reminder system and educational effort on tele- 
phone courtesy and technique; preparation of various 
information sheets for different persons and offices; 
check-up on physical equipment ; etc. 

2. Community contacts. Education of managers and 
their activization in a systematic cultivation of com- 
munity leaders, public officials, organizations, etc. 

3. Reception of public in plants and offices. This led 
to general personnel education, chiefly via the sub-com- 
mittees ; improvement, in most cases at little or no cost, 
in appearance and facilities for public reception; de- 
velopment of showmanship in the selling of company 
and product to all visitors. 

4. Handling complaints and claims on accidents in- 
volving company vehicles. The study of this problem 
resulted in numerous changes in methods of handling, 
both to the public and within the organization—a revi- 
sion of much of the internal machinery. 

The detailed methods of obtaining decisions, co- 
operation between departments and action on proposals 
emanating from any committee or from top manage- 
ment executives present a fascinating record of the 








154 THE SOCIETY FOR THE ADVANCEMENT OF MANAGEMENT JOURNAL 


process of modification of the line operations of de- 
partments to gain down-the-line co-ordination. The 
best measure of the value of the public relations com- 
mittee system is that it has supplied the most effective 
method of obtaining favorable action on a plan desired 
by the majority of responsible and thinking executives 
of an organization, but impossible to sell to some key 
individual, without disrupting or complicating internal 
executive relationships. It brings to bear the quiet, 
persistent pressure and influence, well-balanced between 
the conservative and the progressive, of numbers. It 
thus resembles the multiple management system,’ while 
going far beyond it and building a higher degree of 
public and public relations consciousness into executive 
and organization thinking. 

In Company B, the formation of the public relations 
committee system did, in fact, create a situation call- 
ing for the adoption of a basic principle of multiple 
management, and this was adopted by decision of the 
executive board. Hitherto, all recommendations com- 
ing before the board were presented by one or another 
of the line executives sitting as members of the board. 
If views of down-the-line executives could not be 
“sold” to their immediate superiors they never came 
before the board. At a stage in development of the 
committee system it was decided that a formal recom- 
mendation by a district committee requiring ultimate 
decision by the board would come to the attention of the 
board automatically via the executive in charge of com- 
mittee work. This amounted to an increase in power 
for district executives collectively. But the fact that it 
could only be used collectively restrained the too-enthu- 
siastic or inconsidered use of it. 

Is the public relations committee system useful for 
companies of many different types and sizes? Only a 
theoretical answer can be given. The two companies 
described are both reasonably large organizations, one 
embracing 20,000 the other about 4,000 persons. Their 
differences in viewpoint as to the value of committees 
in the lower supervisory levels and in the operating 
personnel level throws some light on the question. 

Although Company A has followed the policy that it 
is of little value to extend the system to include lower 
supervisory personnel, Company B has followed a dia- 
metrically opposite concept and feels that some of the 
most marked benefits result from the participation of 
people on these lower levels. It is significant that 
Company A feels that executive morale has improved 
more markedly than general personnel morale. It is 


1See “Multiple Management,” The Society for the Advancement of 
Management Journal, January, 1938. 
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likewise significant that some of the most marked re- 
sults in employe morale in Company B have occurred 
in individual branches where rank and file participa- 
tion has been most highly developed. 

Since branches employing as few as twenty persons 
have found great value from the system, particularly 
in improving matters solely within the field of branch 
operations, it would seem reasonable to say that the 
system would be applicable to a business of even small 
size. 

A few guides to the operation of public relations 
committees are as follows: 

1. Organize a committee to analyze and solve the 
public relations problems of the company in their de- 
partment or area, rather than to carry out organized 
projects handed down from above. 

2. Develop the interrelated, dual concepts of “To 
make the Company a better Company to work 
for” and “To make the — Company a better 
company to do business with” as the guiding purpose 
of the committees. 

3. Let higher executives or “public relations” men 
who sit in with the committees stay in the background 
rather than dominate the meetings. 

4. Limit the size of any committee meeting to about 
eight for executives and higher supervisory personnel, 
twenty for lower supervisory and operating personnel. 

5. Limit the time to about two hours, once a month 
(once every three months for lower supervisory and 
operating personnel). 

6. Limit paper work to a minimum. In addition to 
committee minutes, keep only one central record of 
specific recommendations, their status awaiting decision 
or in action, and their final disposition. 

7. Educate the committee through its chairman to an 
orderly conduct of business: 

A. One or more known problems or topics for 
suggestion announced in advance. 

B. Reading of minutes of previous meeting. Re- 
ports on disposition of each recommendation. (De- 
cisions or views of other committees, the general 
committee or the top executives are naturally reported 
at this time. ) 

C. Report from each member on one accomplish- 
ment in improving public relations since the previous 
meeting. 

D. One suggestion from each member for future 
improvement of public relations for the consideration 
of committee. 





(Please turn to page 160) 
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Appraising Executives 


By SAMUEL S. BOARD 


Chief, Division of Qualification and Training, Office of Personnel, United 
States Department of Agriculture 


EOPLE who are quite willing to have other people 
put under the microscope and studied are seldom 
willing to undergo that process themselves, and 

executives are no exception to that rule. Yet it is more 
essential that this be done now-a-days than it ever was 
before. Organizations have become increasingly com- 
plex. Ownership is vested in a multitude of people 
instead of one man or a small group of men. Responsi- 
bility has been divided and subdivided until it is fre- 
quently difficult to determine just where it does lie. 
Instead of keeping before them the ultimate aim of 
their organization, whether it be profit or service, those 
in control of operations are likely to be concerned with 
keeping and magnifying their own jobs. 

It is even more important, therefore, than it ever 
was before to see that the welfare and objectives of the 
individuals in the upper ranks are in harmony with the 
welfare and objectives of the organization as a whole 
and with those of the large and frequently inarticulate 
group of owners. These, in a larger sense, should also, 
of course, be in harmony with the objectives of the 
nation as a whole. 

With this fact in mind, it is my purpose to 
present a technique for the study of one phase of this 
problem; namely, the evaluation of the individual ex- 
ecutives of a company who are not only responsible for 
operating efficiently but have a large part in the de- 
termination of policies and the clarification of objec- 
tives. Any such effective technique is a tool which, if 
misused, can do a great deal of damage. Above every- 
thing else, it must be employed with consideration, fair- 
mindedness and the utmost of skill possible. 

After such an evaluation is once made it should make 
possible a recurring audit which will be complementary 
to the financial audits, the market surveys and the stock- 
takings which are so essential to the regulation of busi- 
ness activities of the present time. Some day we may 
be able to weigh human factors so that a personnel 
audit of this sort can also be reduced to a numerical 
computation. Though they are still far from acurate, 
the use of tests and ratings for this purpose have be- 
come commonplace in the educational world. They are 


also used to some extent in evaluating the lower ranks 
of government and business. The higher one goes, 
however, the more complex the factors become and the 
more intangible the elements involved. 

The first is the financial one. If business is good and 
profits are large, the tendency is to let well enough 
alone. Promotions and readjustments are based on the 
apparent profit being made by the departments con- 
cerned and without much study of individual abilities 
or preparations for increased responsibilities. When 
profits are small a “saviour” is sought outside the 
present staff, even though he may be known only by 
reputation, or the top men are fired and those below 
given increased responsibilities without increases in pay 
or change in title in the hope that they will be able to 
carry on and the higher salaries saved. 

The other factor has been, and is still likely to be in 
smaller units, the personal liking of the chief executive 
or his main assistants for those under them. Where 
this factor is dominant it is taken for granted that the 
views, habits and methods of those in the lower execu- 
tive ranks must agree with those at the top. If John 
Smith is a good golfer, an acceptable dinner partner 
and is willing to keep his personal ideas to himself when 
they do not harmonize with those of the boss, he is 
likely to be shoved up the ladder when vacancies occur. 
The development of the well known tribe of “‘yes-men” 
is the result. 

Now there is no denying that both these factors are 
important. If a business is making money or if the 
services rendered by subordinates are, in the main, 
satisfactory to those served, the chances are that, at the 
moment, the persons in question are reasonably well 
fitted for their jobs and functioning with sufficient 
effectiveness. It is in times of prosperity, however, that 
the germs of future trouble develop. Laxness and 
waste creep in. Mediocrity is promoted without much 
thought, and discipline is put aside for development of 
pleasant relationships. 

Subserviency to the ideas and wishes of the chief 
also brings its own penalties. New ideas gradually 
cease to make their appearance. The lower ranks be- 
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come filled with those unable to make decisions for 
themselves and when the need for meeting new condi- 
tions arises or the higher executives are changed, the 
burden involved in making important decisions which is 
placed on them becomes well nigh intolerable and hardly 
to be borne. 

A regular personnel audit will not, in itself, cure 
either of these difficulties but it can help to prevent 
them by pointing out the weak spots and thus making 
possible readjustments without confusion which will 
provide for a well-balanced staff and a proper distribu- 
tion of responsibilities. Then, when the pressure comes 
it will be met at various levels instead of being concen- 
trated at the top. 

I shall confine the present discussion, therefore, to a 
presentation of a qualitative method of making such a 
study and the uses to which it may be put in adjusting 
organization difficulties and providing more effective 
operation. 

As has been intimated, however, there is an even 
more fundamental reason for making such a survey 
and repeating it regularly. No business can afford to be 
without any information essential to the proper con- 
duct of its affairs. A personnel audit supplies the miss- 
ing link in the chain of reports which are necessary. 
We have ignored too long the human factors which, in 
the end, may make or break the enterprise. 

More than ten years ago I listened with a great deal 
of interest to one of our foremost industrial engineers 
defend the thesis that any sharing of the profits result- 
ing from increased efficiency should be made with the 
engineers and executives rather than with the rank and 
file of workers, since the executives were really the ones 
responsible for the increased efficiency and profits. 
Without agreeing with the wisdom of this policy from 
the management standpoint or ignoring the vast possi- 
bilities of increased efficiency accruing from the enlist- 
ment of the interest and brains of the entire working 
force, it is still possible to recognize the fact that, at 
the present time, both the profits and the losses are 
vitally affected by the efficiency of the executive per- 
sonnel and that it behooves any company to see that this 
personnel is competent, well chosen and properly placed. 

While a great deal can be discovered by a careful re- 
view of the qualifications of a prospective employe it is 
just as necessary to continue to study his personality, 
his work and his relationships over a period of time 
and on a progressive basis. 

Without further justification then, let us discuss just 
how such a survey should be organized and conducted. 
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The Company 


The first step is to assemble the facts known about 
the company as a whole. Such questions should be 
asked as: 

What is its task? Is it assigned or self-sought? 
What is the status and importance of the industry of 
which this company is a part? How is it related to 
other national industries? 

What is the status of this company within that in- 
dustry? What share of the total business does it 
control? What is its financial standing? Its corporate 
structure? What does its orgnization chart look like? 
(If there isn’t one, you will have to make it.) 

What are its hiring and firing policies? Are there 
many relatives in the outfit and is it closely held or has 
its ownership been so diffused that its owners are not 
closely identified with its operations? Has it made any 
effort to level off production peaks and valleys or is it 
a seasonal business? Has it any well-defined promotion 
policy ? 

There are other questions which should be asked, de- 
pending on local conditions and upon the point in the 
economic cycle at which the survey is being made, but 
those just listed are the ones most essential in drawing 
the general background against which the individual 
pictures must be painted. It may be thought that it will 
be necessary to ask most of these only when an outside 
agency is making the study, but that is not the case. 
We are sometimes so familiar with our own surround- 
ings that we ignore essential factors in a situation 
when it is only by an intelligent and ordered review oi 
all of them that a proper perspective can be obtained. 

Many new questions about the background will arise 
as the inquiry progresses and these must be answered 
when they arise but the material indicated above must, 
at least, be acquired and reviewed in advance. 


The Individuals 


The next step should be the assembling and review of 
the individual histories of the people involved. Most 
of this information can be obtained from the personnel 
records but it is surprising how many facts that are 
essential are missing from such records, even in the 
best of well-organized companies. This will be true 
even about those with whom we may have worked 
closely and known intimately. Such gaps must be 
plugged with as much tact as possible, consistent with 
the inquiry to be made. Among the things that it is 
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desirable to know about the individuals are the fol- 
lowing : 

Background, family, early interests, ambitions, etc. ; 
Education, including special interests and preparation 
for work; Experience before coming with the present 
company—in detail; Social and avocational interests ; 
Memberships in business and professional organiza- 
tions ; Financial commitments; Present and past family 
responsibilities ; Health and, of course, age. 

In collecting this information one should remember 
that the personnel record may have been supplied when 
the individual was applying for or considering a specific 
job. Under such circumstances men are frequently so 
anxious to high-light their records so as to prove their 
fitness for that job that they consciously or uncon- 
sciously neglect to give the full story and so may omit 
something which may be of real value in considering 
them for new opportunities. I see no especial harm in 
this practice provided the full story is told in addition, 
but this tendency must be watched for, especially in 
making an investigation such as we are discussing. 

A good deal of this missing information may have 
been obtained by the personnel interviewer or executive 
responsible for hiring but it can be said without much 
fear of contradiction that much of this will not have 
been recorded. It is important, therefore, to interview 
those who have done the interviewing and “dig out” as 
much additional information as they can remember. 
Just how this should be done will be discussed later. 


The Group 


After having got all this material together and sup- 
plemented by a discreet independent investigation, it is 
well to review it again in order to obtain a picture of the 
background, education, experience and general status of 
the group as a whole. The impression thus gained 
should be recorded and compared with the facts about 
the company as a whole and with such general informa- 
tion as can be obtained about the executives in other 
similar organizations. Some of the questions to which 
anwsers should be sought are the following: 

Does this group measure up in education and experi- 
ence with those in rival companies? 

Does the group as a whole appear to be at ease in 
intercompany conferences or are the individual mem- 
bers at a disadvantage? 

Is the general pay level about the same, higher or 
below that in other organizations of similar business, 
size and location? 
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Has the group any mutuality of interest and culture? 

Do the members show a willingness to work together 
or is it “dog eat dog” and every dog for himself ? 

Are there distinct variances in ability, experience and 
pay between persons on the same level or abnormal 
ones between levels? 

Many companies will be organized by a group of men 
of about the same age or hire a number of the same 
age at one time and then not feel the need of hiring 
others to succeed them for a long time. As a result a 
business generation may be missed and the men who 
eventually succeed to responsibility will be both rela- 
tively younger and of less experience. 

There is another question which is important but 
which must be handled with the utmost delicacy if any 
inquiry is to be made about it at all. It is essential to 
know about the social and racial homogeneity of the 
group. Some employers make a determined effort to 
choose their subordinates from a variety of back- 
grounds. Others may, by preference or otherwise, 
choose them largely from one type of environment. 
Whichever course is followed, the results are distinctive 
and must be reckoned with. 


Review 


Having thus developed background and blocked in 
the masses of color, the next step is to paint in the 
details by a careful study of all the information avail- 
able about the individual men and women. To complete 
the picture it will be necessary to talk with a good many 
of them personally, but before this is done much time 
will be saved and advantage gained by digesting the 
information already obtained. This will include, of 
course, not only a personal history statement for each 
one but the results of any investigations which may have 
been made and a complete record of work in the present 
company, including a detailed description of their 
present jobs. The order in which this mass of infor- 
mation is reviewed may be considered a matter of per- 
sonal preference but it has always seemed to me more 
satisfactory to start with the top man himself and work 
down, since he is most likely to color the views and 
actions of those below him. 

Notes should be made at this time about facts still 
missing, discrepancies or inconsistencies and points of 
special significance which should be checked during the 
interviews. These notes may be attached to the indi- 
vidual files, provided they are kept in your possession, 
but it is well also to have copies of these summaries in 
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a looseleaf notebook of pocket size which can be used 
for the making of notes during interviews. If the 
number to be interviewed is so large that the summaries 
do not refresh your mind sufficiently, a digest of the 
salient facts about each person may also be included 
and placed opposite the summary of discussion material. 


Interviews 


The next step will depend upon whether the audit is 
being made by a person from the outside or the inside. 
If it is being made by the former and the personnel 
director is anxious to be helpful his office should be the 
first port of call. If he has already supplied his recol- 
lections in the form of individual summaries, including 
characterizations, time need be taken only for a check 
upon moot points or missing facts. If not, such char- 
acterizations should be secured from him verbally. The 
most important of all will be information that he may 
be able to give you about the characteristics and theories 
of the chief executive, who should be the next person 
on the list. 

In case there is no personnel director there is usually 
some executive who has been more interested in and 
responsible for the recruiting, interviewing and hiring 
than the rest. You should know who he is by this time 
and if he seems in sympathy with your efforts he may 
be approached instead. It probably will be necessary 
in this case to explain your objectives and something 
of your methods. If it is possible to say something 
nice about the personnel as a whole and still be honest 
that will help to break the ice. Any sincere compli- 
ment about the methods he, himself, has used in per- 
sonnel matters will, of course, also help. There is a 
double need for explaining your work carefully to such 
aman. If he has filled the role you think he has, he 
will be'the first one sought by the rest of the staff when 
the general interviewing begins, and if he understands 
and is sympathetic half the battle in gaining the confi- 
dence of the staff will be won. Without this keyman’s 
help the rest will be uphill work and a struggle all the 
way. 

Not only should notes be made during this interview, 
as far as possible, but as much additional information 
as can be remembered should be recorded directly after- 
ward and sorted out the next day. This new informa- 
tion should also be ccorrelated in your thinking with the 
information previously obtained. 

The next interview should be with the man who gave 
you the assignment, whether it is with the banker con- 
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cerned, the Chairman of the Board of Directors or the 
President of the Company. He will usually want to 
know your findings thus far, but presenting any con- 
clusions at this time should be avoided by all means. 
Any statements you might make at this juncture would 
have to be subject to revision later and could only cause 
embarrassment. Instead of committing yourself in that 
way some description of the methods you are using, plus 
interesting comments on individuals who may stand 
out, will usually open the way to the main purpose of 
the interview, which is the obtaining of all the informa- 
tion he is willing to give you about the person or per- 
sons with whom he is most directly concerned. 

Information about those in the lower levels, which is 
volunteered, may be noted but should not be given so 
much weight since the only comments which should be 
considered valid are those made from first hand knowl- 
edge. These should be interpreted in the light of the 
executive’s own prejudices and ideas, and evaluated ac- 
cordingly. In this and the succeeding interviews fewer 
and fewer notes should be taken as one goes down the 
scale, but even more care should be given to the record- 
ing afterward. 

Of course, preceding the interview a review of the 
information about the people to be discussed should be 
made so that the discussion can be conducted, as far as 
possible, without recourse to notes. If the chief execu- 
tive is willing to, or can be led to discuss his own job or 
connection with the company, so much the better. This 
should not be forced or approached directly, however. 

The next step is a systematic chain of interviews with 
those who have just been discussed and, in turn, with 
those they discuss. At this point your explanation as 
to the purpose of the study will have to be carefully 
planned. The approach I have usually used is to say 
frankly that I have been asked to obtain a picture of 
the organization from the standpoint of its more impor- 
tant officials, and this is not necessarily for the purpose 
of recommending changes but primarily so that I may 
be of help in discussing problems which may arise 
later. 

Introductions may be made for you by the official 
just above those being interviewed, if he is willing to 
give that advantage. If not, you will have to introduce 
yourself and refer to the head of the company for con- 
firmation. No strict rule can be laid down since any 
plan may have to be altered to conform to your own 
ability and skill in interviewing and the exigencies of 
the situation. After many interviews you will be asked 
to share your conclusions later with the executive or 
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supervisor with whom you are talking, but while an 
appreciation of his interest may be expressed, any com- 
mitment on this point must be avoided. 

After the preliminaries are over, the point of attack 
in such interviews may be either the man’s own job 
or the work and characteristics of those under him, but 
both points should be covered in detail. As has been 
previously indicated, no questions should be asked about 
persons above or, indeed, on the same level. Informa- 
tion of this sort may be volunteered by the person being 
interviewed and should be recorded but not sought. It 
must also be weighed most carefully in the light of the 
person’s own perspicacity and prejudices. Above all, 
any show of interest in “tales told out of school” or 
gossip, should be avoided. Such information will be 
obtained anyway, and to create the impression that you 
are interested in anything but the most objective point 
of view possible would be most unfortunate. Again, 
let me emphasize the point that the questions should be 
confined to direct descriptions of the abilities and char- 
acters of those directly below in rank, to techniques 
used, and to the objectives being sought. 

The same procedure should be followed with the per- 
sons in each rank until the last one that you propose to 
study is reached. The subordinates of these people may 
be discussed with them but the discussion should be 
primarily for the purpose of obtaining information 
about the ideas and methods used in handling them. 

Following this, all the information so far obtained 
should be assembled on work sheets and the final review 
made. Frequently a further investigation on the out- 
side will be indicated, or another check with the per- 
sonnel officer. Then your own conclusions regarding 
the company and its executives should be made and 
recorded in note form. At this point, a large chart of 
your own making, on which weak spots, strong spots 
and tentative regroupings may be noted in color pencil, 
will be helpful. This must be compared with the chart 
originally furnished by the Company and discrepancies 
noted, if there are any. Your ideas regarding desirable 
changes may be noted on work sheets and from these 
deductions the ones which may seem possible under the 
existing circumstances can be drafted. 


The Report 


Finally comes the preparation of the report. This 
will, naturally, be in the form of a highly confidential 
document and every effort should be made to have it 
kept that way even after submission. The least leak 
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in advance is likely to be dangerous and quotations 
afterward, which are taken out of the context, may 
do untold harm. It should be urged at the time of 
submission that changes or suggestions made to indi- 
viduals as a result of the report should be couched in 
the language of the executive making them and NOT 
accompanied by quotations. 

The exact form of the report will be determined by 
the mind and methods of the person to whom it is to 
be submitted. If it goes to a group it must be shaped 
to fit the thinking of the dominant element of the group 
or of its majority. The fact must be kept in mind that 
you wish above all else to present the truth in the form 
in which it will be most helpful and that the truth is 
not necessarily what you say but the impression recorded 
in the mind of the recipient. (I shall be glad to debate 
that point with anyone at another time but beg that it 
be acceped as a fact for the moment, at least.) 

In any event, the first part of the report should in- 
clude a brief review of the company as a whole—its 
strong points and its weak ones from the standpoint of 
personnel policy. 

Next, if the recipient thinks primarily in terms of 
organization a graphic presentation in the form of a 
properly edited copy of your own chart may be in- 
cluded. On this should be shown the individuals who 
seem most able to assume increased responsibilities, 
those who are deficient in ability, experience, training or 
background, and those who are too young or too old 
as compared to the norm for their respective levels. 
There are some people who are perfectly competent in 
the positions in which they are located but are not 
prepared for or capable of much advancement. There 
are usually others who should be replaced as oppor- 
tunity permits, or even fired immediately. Naturally 
such recommendations must be reinforced with facts 
and not based on opinions or gossip. 

In many cases, chief executives think better in terms 
of a consideration of individuals. Such persons have 
concrete rather than abstract modes of thought. If 
this is so, the chart may well be omitted, or placed 
later, in the summary, and the discussion brought imme- 
diately in a series of thumbnail sketches which start 
with those next below the executive receiving the re- 
port. These should consist of graphic word pictures 
of the background, the ideas, and the abilities of each 
man or woman studied, They should also include the 
recommendations to be made about each individual 
which may or may not have been shown in chart form. 
Two much emphasis should not be laid upon the details 
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of the particular job involved unless the report is being 
submitted to an outside agency such as a bank, since 
no executive likes to have it implied that he does not 
know the functional activities of his company, but a 
good deal of this information can be brought in through 
the discussion of traits. The individual descriptions 
should be as short as possible, preferably not longer 
than a paragraph or two unless some special problem is 
involved. The art of preparing such word pictures 
could, itself, be made the subject of an hour’s discus- 
sion and will have to be learned if it has not already 
been acquired. They should, however, be properly con- 
nected in the make-up of the report and so headed as 
to present an ordered picture in the mind of the reader. 

If the chart has already been incorporated or its use 
seems unwise, the last step is to prepare the conclu- 
sions and recommendations. These should be as con- 
cise as possible and without overemphasis. If their 
wisdom is not evident from the preceding material, any 
argument at this point will avail little and should in 
any case be avoided. 

The report should then be transmitted under confi- 
dential cover and by messenger, if possible, directly to 
the final recipient or his confidential secretary. It may 
also be followed up by a telephone call to be sure of 
its delivery and its remaining sealed until read. To 
present it yourself to the executive is to court an im- 
mediate discussion of the conclusions, and any such re- 
port must be carefully read and digested before it can 
be discussed intelligently. 

While you are waiting for the verdict, your work 
sheets should be put in order. Material to be returned 
to the personnel files, and such new material as you 
think should be added, should be set aside. The work 
sheets should be kept, as any accountant would probably 
do, but should not be allowed to get into circulation in 
any fashion. 

If you are called eventually to discuss the report and 
that discussion indicates that it has been carefully read, 
that should be considered satisfactory. If the recom- 
mendations are approved, that can be accounted success. 
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If you are asked to put them into effect, that is the final 
accolade. Whether you do it or not, and how, is an- 
other story. 


Public Relations Committees 
(Continued from page 154) 


E. Discussion of above and recommendations, 
F. Summary of subjects raised, recommendations 
and next steps to be taken with regard to each. 

As is apparent from the experience of the two com- 
panies, the development of a public relations committee 
system can start on any executive level and grow 
gradually and naturally, dependent upon the fertility of 
the field. If top executive forces are organized first 
and the sytem is developed step by step down the line, 
the organization will advance more rapidly to the stage 
of efficient operation and advanced accomplishment in 
public relations work. It will be more necessary to 
guard, however, against circumscribing the interest of 
down-the-line people by destroying the feeling that 
they have had a part in developing the projects. 

If committees are started first on lower executive 
levels, their methods will be more hit-or-miss for some 
time. On the other hand, the system will spread into 
other sectors of the same same and higher and lower 
executive levels solely on the basis of being wanted, 
and with a likelihood of greater organization enthu- 
siasm. Whichever method is used, it is apparent that 
both enthusiasm and efficiency are necessary. It is 
better to have the system start and grow by top execu- 
tive endorsement plus “internal selling” than by man- 
agement decree. 

The executive designated by the president or top 
management to develop the system will need, above all, 
to keep a finger on the pulse of executive and organi- 
zation thinking with regard to the new development 
and watch the timing so as to go neither too fast nor 
too slow to assure the best results and co-operation 
from all concerned. 


“ 


i= 








Collective Bargaining and Personal Freedom 
By ORDWAY TEAD 


Editor of Economic and Business Books, Harper & Brothers, New York 


HE statesman who said, “I like a dangerous free- 
dom better than a peaceful servitude,’ spoke a 
language that falls sympathetically on American 

ears. And Goethe spoke to our own historic case 
when he said, “He alore deserves freedom, or even life, 
who fights for it every day.” 

Today we are conscious of a basic dilemma faced in 
all organizations where people are trying together to 
get something done—the reconciling of the claims of 
personal freedom and of organization performance. 
This problem is real in church and state and institu- 
tional agencies, no less than in business. And the fact 
that we have not solved it does not prevent, but rather 
challenges, Americans to affirm that workable solutions 
can be attained. A good society is truly inconceivable 
to Americans in terms which do not in literal fact give 
a genuine sense of self-choice and self-expression to 
individuals in their work, play, worship and utterance, 
in production and in consumption. 

Freedom is never absolute, nor is it the right to be- 
havior prompted by arbitrary whim. It implies com- 
monly agreed rules of the game; understanding 
acquiescence in those rules; and the insight to find some 
fulfillment within the game as played. Freedom also im- 
plies the right to protest against the game and its rules; 
and to take the consequences of being in a minority, 
trying to change the views of the majority. 

I shall here argue and prove further the point that 
freedom today is on the whole attained in and through 
group effort, through organized affiliations, through 
associated and articulate procedures of conference, 
representation, negotiation and ultimate agreement. I 
assume that in a profound sense it is true, as John 
Dewey says, that “the actual laws of human nature are 
laws of individuals in association.” Now this is not 
the whole truth about human nature. There is the other 
pole to the problem to which Professor Whitehead 
calls attention when he speaks of the question of what 
man does with his sense of aloneness and solitude—the 
problem of his inner orientation to life. And his free- 
dom here to come as he may and should into awareness 
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and relation with Being as a Whole is increasingly 
recognized as a vital phase of his total human aspira- 
tion. Indeed, I go so far as to say that I believe it has 
been historically true that it has been preponderantly 
out of the promptings of those who eagerly acknowl- 
edged faith in a God-ordered world that we have had 
the most zealous and sustained strivings for human 
freedom. This seems to me a scientific reading of 
history. 

But from the plain man’s point of view—the point 
of view of men in industry—the issues of freedom are 
overtly issues of associated, federated and representa- 
tive action, and less conspicuously, but equally urgent, 
the issues of individual independence of attitude and 
action. 

The problem from this basic moral angle is one of 
thinking through freedom in the shop as a human neces- 
sity for today. Only men who have known and tasted 
freedom will fight for it ardently. We should thank 
God that the fight for freedom, however confusedly it 
may be going on in this country, is a fight which goes 
on nevertheless because we have tasted and must pursue 
freedom. Only men who are acquainted with the mean- 
ing of human freedom will fight for its continuance, 
and we should be cheered that it is so, especially when 
we contrast our lot with that of European nations. 

I shall therefore approach the problems of collective 
effort and of the administration of an organization’s 
personnel from this increasingly urgent slant of how 
we attain reasonable personal freedom under modern 
conditions. There must be some sense of personal free- 
dom as the rank and file in industry view it. That 
means there must be personal freedom in the shop—at 
work no less than outside. If we do not have it we 
shall go the way of Germany, Italy and Russia. 

Moreover, this becomes increasingly a problem as 
urgent in quality if not in the same degree for the white- 
collared and executive workers, as for manual workers. 
Just as soon as you dissociate ownership from manage- 
ment, you have created problems of contract and status 
for the managerial worker, which vitally affects his 
basic freedom also. You show him—or he is by way 
of gradually learning—that the appeal for freedom and 
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the need for it represent at least one common cause he 
has with all his fellow-workers. There is a need for 
this appeal to freedom. There is a need to understand 
how it is to be given effect today. Here is one rally- 
ing ground of common concern which promises to give 
supervisors and men at least one identical desire that 
is new, but perennially old. 

There are two big aspects to this problem: the ele- 
ments of freedom as they should manifest themselves 
in a going concern, and the relation of management to 
employe freedom. May I suggest that, as you think of 
these considerations, you realize that they have through- 
out almost as much application to the salaried executive 
as to the wage worker? The difference between the 
two is one of degree only. 


The Elements of Freedom in a Going Concern 


What are the elements in this desirable freedom? 
First, self-respecting treatment by others of ourselves 
as individuals, in which our wish for worth, for self- 
importance and self-maximizing is reckoned with. We 
ask to be treated as ends and not merely as means 
toward the achievement of industry’s more impersonal 
ends. People want to call their souls their own, as the 
phrase is. And this demand for self-respect is not an- 
archistic. It has in fact definite social value because 
we tend always to think of our self-importance as 
concerned with the esteem we have in the eyes of others. 
And that is gained largely by our contribution to their 
good. 

Workers want, also, some voice in the affairs that 
govern their lives, and they want a voice that is neither 
timid nor browbeaten nor ineffectual. This means that 

they want shop rules that are explicit; that they want 
to be heard regarding shop conditions through channels 
which will fully and safely air their grievances; that 
they desire to know in definite terms what constitutes 
the basis for promotions, transfers and the changes in 
their salary status; that they want discharges to be 
based on all the facts and administered with im- 
partiality. 

There must, again, be explicit understanding as to the 
work attainment which is required, if workers are to be 
free in their work relations. The Psychological Cor- 
poration has recently been making studies for certain 
branches of a large utility company. These studies 
have not been initiated by the employer alone, but have 
been done on the insistence of the union with whom the 
employer deals. Their purpose is to set performance 
standards for each job so that both the union and the 
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employer have an agreed, objective criterion on which 
workers may be rated. When problems of advance- 
ment, discharge, lay-off, seniority, rehiring and all such 
related issues arise, there will be explicit criteria as to 
what standards should prevail. There must be such 
production standards if the worker is to feel that deter- 
mination of his status and freedom is being made im- 
partially and on the most objective basis possible. 

Experience indicates that unions are more and more 
willing to go along with employers on the setting of 
these standards where procedures of selection, ad- 
vancement, tranfer, lay-off and discharge are based on 
a reasonably scientific, measurable basis, and admin- 
istered under joint review. 

Another prerequisite of freedom is a sense of per- 
sonal security. And that sense of security is disas- 
trously affected by lay-offs,—a problem which we have 
not solved, a problem which, indeed, in the last eighteen 
months has appeared in almost as acute proportions as 
in 1932-33. We have not yet arrived at the necessary 
protective policies regarding due notice with respect to 
lay-offs. Dismissal wages are a reality with only a 
dozen companies. The possibility of inaugurating 
yearly salary guarantees, as opposed to hourly, daily or 
weekly rates, is a promise of security and a stimulus for 
freedom. The New York Times of Feb. 2, reported 
that an annual wage was proposed to three Detroit firms 
making accessory parts for automobiles in the working 
out of a new agreement between the companies and the 
union. The same proposal is before a number of build- 
ing trades unions in relation to government contracts. 
I prophesy that this type of provision will be worked 
out as more and more feasible. 

Confidence in supervision is another essential part of 
this problem of freedom. Mr. S. B. Rowntree, whose 
organization operates in England under the reasonably 
stable industrial conditions of that nation, says the 
following : 

The administrative officers in whose selection the workers 
are most directly concerned, are the overlookers. (i.e. fore- 
men. O. T.) These overlookers are in constant contact with 
them, and the workers’ happiness depends largely on the 
character of the persons selected to fill these posts. We never 
appoint an overlooker without consulting representatives of 
the workers from the department concerned. We feel it neces- 
sary to retain the rights to the final word, but so far as I can 
recollect we have never, in all the years during which we have 


followed this practice, been obliged to exercise it. Every 
appointment has been made by mutual agreement. 


In this matter of confidence in supervision we are fol- 
lowing in the footsteps of England—as in everything 
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else about twenty years behind. But the progress of 
England means that ultimately we will consider the 
opinion of the workers increasingly in the selection of 
their supervisors. When we do it will be in the interest 
of freedom. It will be in the interest of productivity. 
It will be good. It will seemingly come in about twenty 
years in this country! 

Confidence in the strength of the negotiating agency 
represents another important element of group freedom. 
It raises, of course, the whole question of the attitude 
of employers toward these relatively new negotiating 
agencies—the labor unions. I shall always remember— 
because it said so much in so few words—the statement 
of an A.F. of L. leader when he and I were discussing 
this question of employer hostility to union organiza- 
tion. He started with the phrase, “if only they would 
take us for granted,” and went on to show what unions 
could accomplish, what responsibility they could evi- 
dence from there on. 

That phrase—“if only they would take us for 
granted” —is the key to the situation. Once employes 
and unions get a clear and perfect confidence in the at- 
titude and intention of the employer and of manage- 
ment that there is no question in the management’s 
mind about the continuance of the organized relation- 
ship which collective bargaining represents; once that 
relationship is established with no reservations on the 
part of management to exercise its right to pull out of 
the contractual arrangement, then many industrial rela- 
tions issues which seem vital today will become second- 
ary and minor. Notably, such questions as the closed 
shop, which has assumed in the minds of employers 
proportions out of any relation to its importance, will 
become insignificant once the employer decides to go 
ahead with collective bargaining ad infinitum. 





I should say to those employers who stand for the open 
shop that they ought to recognize that it is for their interests 
as well as that of the community that unions should be power- 
ful and responsible. A large part of all union activity today, 
and in the past, has been devoted to the struggle for exist- 
ence; and that accounts also for a large part of union excesses. 
As nearly as possible union existence should be assured so 
that the efforts of the leaders might be devoted to solving the 
fundamental and difficult problems of discipline and organiza- 
tion, and the working out of other problems of the trades. 


Who said this?—John L. Lewis? No! Supreme 
Court Justice Brandeis said this, and he said it back in 
1912 before the hearings of the famous Industrial Re- 
lations Commission. 

Recently, difficulties were reported in a Pittsburgh 
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steel plant. , The company has a contract with a C.I.O. 
union. But the union decided that it was not getting 
enough dues from that company’s workers, and several 
of the union members began to picket the entrance to 
the plant to hold up workers whose payments were in 
arrears. A minor riot broke out as a result. 

The man who told me about the outbreak made this 
comment: “In our company the same difficulty pre- 
sented itself. But we put up two booths inside our 
doors and told the union to use them for the purpose of 
conferring with union members who were delinquent in 
their dues. We had no trouble, no picketing, no petty 
riots, no ill feeling.” 

This is an interesting example of the effect of differ- 
ent employer attitudes. Employers must realize that if 
they want to deal with a responsible body, they must 
deal with a dues-paying organization And'if the organ- 
ization is to continue to exist, members must continue to 
pay dues. It is no breach of freedom to assure that 
workers pay for the expenses incurred in obtaining the 
benefits of collective action. It is no more a breach of 
freedom than is the insistence of the government that 
citizens pay their taxes. 

You and I pay our taxes into a common pool, even 
though we do not share in the benefits alike. The 
bachelor pays taxes which help support our educational 
system, and we recognize this as a system which is fair 
and equitable under constitutional government. What 
we need is an extension of the notions which exist in 
the field of constitutional government to the industrial 
arena. In the complexity of modern industry employes 
can only have a sense of freedom in their relations 
with employers if they have a strong negotiating agency 
dealing for them. And a strong agency depends upon 
strong support,—which means regular payment of dues. 
How can it be otherwise? 

Again, and perhaps here I enter the area of wishful 
thinking, we must increasingly have a greater sense of 
security in the wider relationships which white-collar 
workers and manual laborers almost unconsciously have. 
Does the competitive process itself, as it operates today, 
work to promote individual freedom among manage- 
ment and the rank and file employes? You may say, 
Yes. But my own analysis of the facts is that some 
control of the unrestrained competitive process is neces- 
sary to produce stability at work. At the same time we 
have in the interest of freedom to prevent the exercise 
of too much power in monopoly controls. We do not 
know where the happy area lies between these two 
extremes. 
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Workers must, finally, be given more opportunity to 
come to understand the factors which bear on the con- 
trol of the business cycle. For, basically, we cannot 
have freedom for the average person so long as we con- 
tinue to have violent and devastating depressions. 


The Relations of Management to Employe Freedom 


So much for the elements of freedom. What are 
management’s relations to them? There, of course, has 
to be management. It has to be strong, reasonably 
centralized, explicit and continuing. I emphasize this 
to make clear my conviction that good shop discipline 
and real freedom are not incompatible. But funda- 
mentally management is a delegated and assigned power 
and function. Management plans, organizes, co-ordi- 
nates and supervises. And it does these four over per- 
sonnel as one of the major functions. It always will, 
whatever form of ownership or control we might have ; 
for the personnel problem persists as fundamentally im- 
portant and crucial. 

The personnel function is facilitation of the right at- 
titudes and of the effective application of human power. 
The personnel officer is the custodian of personality be- 
cause in organizations as elsewhere it has proved un- 
sound to confuse means, which are production, with 
ends, which are persons. That, of course, is the great 
tragedy in our operation of industry today. We make 
ends means and means ends. 

As custodian of personality, the personnel executive 
is the conservator of individual freedom. This sounds 
idealistic. But it has to be so because personality and 
human development require freedom and a sharing of 
responsibility. There is no personality growth in blindly 
obeying action. It is the further function of personnel, 
as the custodian of personality in action, to implement 
individual and group relations in association to assure 
agreement through conference. 

It is also the function of personnel to work to build 
self-government as the only possible guarantee of free- 
dom—to management and rank and file alike. And 
self-government in industry, I repeat, is not going to be 
anarchy—something arbitrary—but joint control under 
law to attain common ends. As we have tried to real- 
ize it in political life, the “law” has two aspects— 
one “scientific” as it applies to things, measurable activi- 
ties, material affairs, and one “social” as it applies to 
persons and their relations. The thing that makes 
freedom possible today, as never before, is our ability 
and capacity to utilize science in making people free— 
science materially and socially. 
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Scientific development throughout the nineteenth 
century was without moral direction and responsibility. 
Freedom today is limited only by our wisdom to utilize 
science in the interest of freedom. Time studies, pro- 
duction standards, health and training programs have 
vast possibilities in promoting industrial freedom— 
where they are scientifically conceived and jointly 
agreed to. Self-government in industry has also to be 
seen by management as necessarily operating at a wider 
area than that of the individual company. 


Building an Effective Company Personnel Policy 


How is management to work out these larger per- 
sonnel functions? In the first place there must be a 
good company personnel policy agreed to at the top. 
That policy must be inclusive of all the necessary issues 
and factors. And it must be written out, as the Amer- 
ican Rolling Mills Company did many years ago. I 
cite this company merely as evidence of a written 
policy—not because I necessarily agree with the policy 
stated. But, as an effort to make clear to employes 
just where the management stands and how far it will 
go in its dealings with workers, this document, first pre- 
pared back in 1919, will do admirably. I have been 
making a collection of these written company policies, 
and I know of forty or fifty companies which have 
such personnel policies in writing. Here is the pre- 
amble of one such document : 


The Employee Relationship Policy as adopted by the Board 
and published herewith is the result of long study and dis- 
cussion in which both employees and management participated. 
In a real sense, the Policy is a product of cooperative and 
collective effort and suggestion. The series of conferences con- 
ducted prior to formulation of the final draft enlisted the sug- 
gestions and criticisms from a large number of employees, 
individually and through their duly authorized representative. 
This is essentially a policy of the Board of Directors. The 
Board, however, takes pleasure in the fact that the Policy was 
drawn in its final form after collective conference and under- 
standing. 


What company is pioneering so admirably in this 
respect? Not a private industrial concern but the 
Tennessee Valley Authority—a public corporation. In 
the next ten years I venture that dozens of private com- 
panies will preface printed statements of their per- 
sonnel policy with a paragraph like the above. 

The personnel policy should, in short, be mutually 
arrived at by some negotiating agency in conference; it 
must be written down, adhered to by the management 
in practice; and it must assign to one top manager re- 
sponsibility for its performance. 





———— 
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Finally the management must publicize its personnel 
policy to employes, the local community, customers and 
the public. I say “must” because one outstanding fact 
that company executives must realize is that today, as 
never before, personnel work is carried on in a goldfish 
bow! and not behind a barbed wire fence. They must 
put their house in order to bear the scrutiny that such 
an open position involves. 

There must be more truth in the public relations 
aspects of personnel work. There is no place for double 
crossing ambiguities. To me for example, all efforts to 
show employes’ pay as a percentage share in the sales 
dollar are attempts to state less than the whole truth. 
Breakdown of the sales dollar, showing the employe 
how he stands in relation to the price of a kilowatt hour 
of electricity, a quart of milk, or any other sales unit, 
has little significance to employes or anybody else. The 
employe wants to know what net income is being earned 
and how much of earnings is being allocated to deprecia- 
tion and other reserves; what is a reasonable return on 
a prudent investment in the going business, and what is 
the actual return? People are not willing to be fooled 
any longer about these matters. We must get away 
from devious accounting methods in any efforts to 
make people “‘understand business.” 

Publicity on salaries and executive bonuses has also, 
in my judgment, been a wholesome influence from this 
same public relations standpoint. There is only one 
way you can swim in a fishbowl, and that is with a 
clear conscience! If we are to strive to get a better 
public attitude toward employers, I cannot help being 
amazed when a presumably representative organization 
like the National Association of Manufacturers says 
in its “Industry’s Platform for 1938” that it “advocates 
such statutory changes as may be necessary to effectuate 
these principles: (1) the right of individual employees 
to seek, secure and retain employment without regard 
to membership or non-membership in any organization 
and to bargain individually.” 

To me that seems a clear declaration urging the repeal 
of the National Labor Relations Act. Of course these 
manufacturers are perfectly free to ask for this or any 
other law’s repeal. But to come out with such a strong 
stand for the virtual repeal of an established law already 
favorably reviewed by the Supreme Court seems to evi- 
dence an ill-advised public relations attitude under 
present circumstances. 

If they are thinking in terms of sound public rela- 
tions, then in a large country where there are a few 
thousand employers and millions of other people who 
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are convinced that freedom today is obtainable only 
through collective action, it is surely poor strategy to 
ask for the repeal of the law which seeks to assure that 
freedom. 

Management must also adopt a personnel policy 
which assures agreement to a constitution of joint rela- 
tions—a collective agreement, with provisions for legis- 
lative, executive and judicial functions. And _ since 
there are certain important and genuine interests which 
are not common or identical, the personnel policy will 
provide through this collective agreement, as a last re- 
course, joint agreement upon outside arbitration if 
needed. 


The Call for Leaders of Men 


My final point has to do with the relations of this 
whole problem to the vitality of personal business 
leadership. The fulfillment of the management pro- 
cedures here outlined must be through managers who 
are leaders of men. Organizations from the stand- 
point of individual freedom do not operate best at the 
level of domination. Domination, as such, has no inter- 
est in freedom or personality. And if you are going to 
be concerned about the quality of the people being di- 
rected, you have to be concerned with the quality of the 
persons doing the directing. They have to be persons 
who have a grasp of the science of human nature and 
who have a warmth of touch and of heart, which means 
that they are leading, as well as and more than giving 
orders. 

There are many reasons for this. People like to be 
led. They have to be led if they are to get anything 
done. Why? Because freedom is not assured by the 
mere force of majorities, whether in the shop or in the 
general electorate. Freedom today, more than ever 
before, requires the use of scientific knowledge of 
human nature and of natural forces and materials; for 
example, vaccination, vitamin elements, dietary facts, 
etc. Twenty years ago people were in a literal sense 
freer in their diet. But today we are actually freer in 
our diet than ever before, for we eat those things which 
we know are conducive to long life. We know the 
truth, and it helps to make us free. 

Similarly in the shop one role of the industrial leader 
is to make the greatest application of scientific knowl- 
edge. Because freedom does not always assure that 
people choose the good, we need standards of “good- 
ness” all along the line and leaders who will make the 
good appeal to us as desirable. That is a necessary and 
important role of the leader in an industrial society ; it 
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is a role people who are to assume it have to be equipped 
for. 

It was Walt Whitman who said, “Majorities come 
before the same ultimate tribunal,” by which I take it 
he meant that there are truths which are not discovered 
by voting and which never change. But they do have to 
be discovered, popularized, publicized and applied. 

Put in another way, the guidance of industrial des- 
tinies—at every level—is increasingly a matter of con- 
sent; but it is also a matter at many points of expert 
knowledge. Consent is no good if it is agreement to 
scientifically invalid methods or to the conclusions of 
uninformed persons. And the role of the leader here 
is to place science at the service of his followers with 
disinterested goodwill, patience and glamour. 

But can this leadership, which requires a background 
of scientific knowledge, be effective if it is going to be 
split as between leadership in the shop and leadership 
by outside union executives? Yes, to a certain extent, 
because of the natural yearning of people to be led. 
And also because with the close work ties which de- 
velop in the shop, the shop leaders will be able to put 
scientific knowledge to the service of freedom. And 
we will get orderly, productive and happy relations in 
the shop. This implies that the training for the several 
levels of leadership is a necessary and continuing per- 
sonnel task. It may also be added that the quality of 
union leadership will almost inevitably improve in 
similar ways and by similar training as time goes on. 
And as,_this happens, there will no doubt be genuine 
dualities of allegiance, of loyalty, and of followership. 
Such plural leadership will not be a castastrophe; but 
rather a challenge—both ways! 

In conclusion, I have been emphasizing the basic im- 
portance today, especially in the light of the world situ- 
ation, of the freedom approach to questions of shop life. 
And I am saying that the achieving of freedom in and 
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through group articulation and inter-group relations is 
a vital necessity. “Pressure groups” are not what we 
are developing, but vocal groups which are inevitable 
and desirable. 

Careful consideration of all shop issues, I have tried 
to show, is crucial to the outcome. And I have sug- 
gested the vital relation of these to an influential voice 
in self-government, which can only take place through 
the development of collective bargaining. 

I have suggested that management be organized for 
that step through defined policies including the wel- 
coming of the permanent application of constitutional 
government to industry ; that management policy should 
transcend the letter of the law—and I mean among 
others the Wagner law—to the spirit of the law through 
strong and sympathetic personal leadership. 

I say with all seriousness that if people are not led 
to freedom they may be moved desperately to grab at 
something which looks like freedom, but is not. 

Industrial life not only can, but must become the 





arena in which disciplined, productive freedom is found 
We have to find the town-hall government 
If we 


do not, we are going into something like fascism. 


in action. 
of industrial freedom within our industrial life. 


Finally, government will become stronger; will fora 
time at least have to be stronger to correct the balance 
of present relations among power groups. This means 
that everything industry through the leadership both 
from among managers and from among the men will 
achieve in the shop in the way of organizing personal 
freedom will benefit the shop and its people. It will 
also help workers to withstand pressures for too much 
outside government by showing them how to get more 
of what they want within the framework of industry 
itself by constitutional means evolved in the process and 
with their demand for freedom held always to the fore. 





ANNUAL CONFERENCE—1938 


Reserve December 8, 9 and 10 for the Annual Con- 
ference at the Hotel New Yorker in New York City. 
There will be discussion of the important new labor 
legislation, joint management-union production studies, 


organizing for policy making, new personnel techniques, 
management applied to distribution, motion and time 
study, purchasing, office management, standardization, 
education and home management. 
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Basic Factors in Organization Structure 
By HENRY H. FARQUHAR 


Organization Specialist, Alexandria, Va. 
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First, what is the best structure for any par- 
ticular problem under any particular operating and 
personnel conditions, and what guides are available for 
helping to be sure that we rest this structure on a solid 
foundation ? 

Second, what is necessary in order that a sound or- 
ganization set-up may be properly put into actual opera- 
tion and continuously kept alive in helping to meet the 
particular problems which we face? This second ques- 
tion deals with the dynamics of organization and will be 
discussed elsewhere after considering some of the cor- 
nerstones upon which any structure, no matter which of 
the various forms it takes, must rest. 

In considering the first question, one might com- 
pare and contrast at much length the various forms of 
organization, their respective merits and shortcomings 
under one or another set of problems and conditions 


and the relative ease or difficulty of incorporating given 


prerequisites in the fabric of the organization itself. 
The essential thing, however, is that each of these forms 
was evolved to meet a given set of conditions, that 
each of them may help to meet the need in its respective 
fields—but that no arrangement of relationships can be 
wholly effective nor vitalize expressed objectives no 
matter how sound, except under conditions to which it 
is basically adapted. 

A case comes to mind in which an illogical delegation 
of duties proved a costly handicap. The form of or- 
ganization in a «.mpany with which the writer was con- 
nected violated inherent human characteristics in several 
respects ; consequently, in these respects it was going 
contrary to ordinary human nature to expect best re- 
sults in these particular cases. Final inspection of work 
in process, for example, was under control of the pro- 
duction superintendent ; since he was also “hounded” for 
high production, many products were found leaving the 
shop which, under the rearrangement finally put through 
(by which he did not have the final say as to quality) 
were turned back for further processing or correction. 
Such inconsistencies must be ironed out as one of the 
first steps in the development of a changed plan of 


organization; to fail to work them out prior to the 
initiation of organization changes is to invite opposition, 
or apathy, from the start. 

How then, are we to be sure that we make a wise 
choice of form of organization? The answer is that we 
cannot make sure in advance, for organization is far 
from an exact science ; we can tell whether we have done 
so only through trial and reappraisal. As a result of 
the intensive attention over the past decade to the prob- 
lems of organization as such, however, we do have quite 
a number of cornerstones on which the structure must 
rest, as well as many specific measures to be incorpo- 
rated in it if it is to remain effective. 

The cornerstones of organization—the philosophy, 
the principles, the rules of organization—are much the 
same wherever the need has arisen of furthering effec- 
tive teamwork among human beings. The special ob- 
jectives, the limitations, the methods of approach, and 
the final answer or the form of organization itself will 
vary with each particular situation, 

Some of the major prerequisites of organization may 
here be mentioned—those of specific authority, indi- 
vidual responsibility, including that of the chief execu- 
tive, clear cut extensions of the scalar chain and clear 
cut relations between line and other units, understand- 
ing performance, adequate supervision, inspection, meas- 
urement, rewards, and co-ordination. These it is 
necessary to bring about in the adequate management 
of any large undertaking. The possibility of doing so, 
however, depends in a very great degree upon whether 
in the initial setting up of relationships we have kept 
in mind and properly analyzed the basic factors upon 
which rational relationships must fundamentally rest. 


Types of Mind 


The first cornerstone, and perhaps the keystone, is 
that in setting up, combining, and relating functions 
throughout the subdivisions of the organization, we 
must conform to the ’way-down-deep innate types of 
mind—the mental and emotional aptitudes and limita- 
tions—found among the usual human beings whose 
teamwork we are trying to further. There is, for in- 
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stance, a distinct research type of mind; to ar- 
range responsibilities in such a way as to require or 
expect a typical “researcher” to function effectively on 
administration is inconsistent, since this sort of mind 
has no liking nor aptitude for the hurley-burley give 
and take, the compromises, and the formal decisions 
which form such a large part of the line official’s job. 
The individual who is placed in a position where re- 
search and operating requirements must merge in an 
intensive way, will become unhappy and ineffective un- 
less—as occasionally but very infrequently happens—he 
combines both of these types of mind in his make-up. 
This is often an acute problem in the selection of ex- 
ecutives; it is ever-present in government, where re- 
search activities engage such a large percentage of the 
personnel. 

Any function which requires many contacts and ag- 
gressive decision and action, should not be coupled if it 
can in any way be avoided with a function which de- 
mands methodical analysis and constructive solutions, 
simply because the type of mind which combines these 
characteristics is exceedingly rare. The straight line 
form of organization does not readily lend itself to such 
a separation of function. 

Implied in this necessity of conforming to basic traits 
of mind, is the corollary that in the process of visualiz- 
ing a reasonably permanent form of organization, 
individuals should for the time being be forgotten. 
Individual persons constantly come and go, while func- 
tions remain the same; if the form of organization be 
developed to fit the characteristics and peculiarities of 
specific individuals who happen to be on the job at the 
time, rather than to meet the enduring types of mind 
found among all individuals at all times, there is 
provided no permanence in relationship, a constant 
re-definition of authority and responsibility will be 
necessary, and it will be difficult or impossible over 
comparable periods of time to measure the performance 
of different persons in discharging these responsibilities. 

This requirement is not easily lived up to—individuals 
and personal considerations will intrude themselves at 
too early a stage. The only sound way to construct a 
reasonably permanent structure of organization, how- 
ever, is first to build on human characteristics in the 
large, and then to consider the actual men and women 
we have to rely upon at the time, possibly temporarily 
modifying portions of the structure to fit the individual 
occupant but always with the basic relationships clearly 
in mind. 
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Nature of Functions 


In any group effort directed toward the accomplish- | 
ment of specific objectives, a specialization and subdi- 
vision of function is necessary. Several such functions 
from the organization angle stand out: 

a. The actual operations themselves, the tangible ac- 
complishment of work for which the enterprise was 
created—the actual mining of ore, the processes in the 
manufacture of a product, the sowing, protecting and | 
harvesting of farm and forest crops, the erection of a 
building, and similar direct transforming operations. 

b. Technical service (or auxiliary), and general ad- 
visory functions necessary to keep direct operations go- 
ing, to keep them more efficient, and to relieve operating 
officials from innumerable details of matters which are 
necessary for, but not directly involved in the actual 
direct operations of transformation. Such purely aux- 
iliary functions are purchasing, traffic, warehousing, 
production planning, maintenance, shipping, and similar 
activities which must continuously serve operation if it 
is to continue to achieve results beyond the next few 
days. 

In the same category but not so intimately related 
to day-to-day operating, come sales, research, organi- 
zation, engineering, personnel management, finance, 
general accounting, public relations—functions which | 
in varying degree in different undertakings are vital to 
the long life of the enterprise. 

c. Finally, there is the function of general adminis- 
tration, to lead the whole organization and maintain a 
balance between the various parts of it. 

There are literally hundreds of different ways in 
which the functions enumerated may be linked together. | 
Some of these ways will further effective teamwork, 
and the simpler and more direct they are the more | 
effective the teamwork can become; many of the pos- 
sible arrangements of relationships will cross up wires 
so that instead of being able to concentrate on his job, 
a man will have to spend much of his time and much 
of his mental and emotional energy in trying to adjust | 
himself to illogical and trying relationships and to over- 
coming if he can barriers to effective direct action. 

For instance, engineering, to take one example, is in- 
timately related at almost every turn to operating, and 
yet it is not engaged directly in operating (except per- 
haps in industries where technical engineering is the | 
dominant phase of the business). When a difference of | 
opinion arises between the operating official and the 
engineer, who is to decide? Is the engineer to be given 
authority over the operating officials respecting all en- 
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gineering? Or is he to be given authority respecting 
only certain engineering matters? In either case, what 
are “engineering matters,” and how defined? Too much 
hair-splitting in such connections is sure to result disas- 
trously, just as lack of a reasonable degree of clarity is 
sure to result in friction. 

As another alternative, is the engineer to be put off 
to one side of the line in a purely advisory capacity to 
the operating official, with the injunction that he is to 
sell his ideas to the operating official who gives instruc- 
tions and assumes responsibility for putting them into 
effect; or, if he cannot sell his ideas and the case is 
serious enough, to take the matter up with his superior? 

And finally, who is to be his superior—where in the 
scalar chain is he to be placed? 

It does in most cases make a difference where 
specific activities are placed, whether a given activity re- 
ports directly to official A, or to official B. Take, for ex- 
ample, the matter of purchasing. In some industries, 
the replenishment of raw materials is governed almost 
solely by requirements for current production, and 
where materials are relatively stable in price and 
standard in quality, little or no leeway is needed or 
allowed the purchasing agent as to how much or when 
to buy—this is governed by requisitions originating in 
the factory. 
cupies a relatively minor position. There is usually no 
good reason why he should not report direct to the 
factory manager, or perhaps even lower down in big 
organizations. 

There is another quite different kind of purchasing 
where materials are constantly subject to speculative, 
seasonal and other influences. In such cases it may be 
good business to buy in advance a supply which has no 
fixed relation whatever to near-term production require- 
ments. The decision of whether or not to buy at a 
given time, and how much to buy, is a really major one; 
it involves the exercise of the highest judgment as to 
future price, future sales, future financial position, 
necessity of providing additional warehouse facilities— 
decisions which have made or broken many a business. 

In this case, it would be unthinkable to place the pur- 
chasing manager under the factory superintendent. 

And where one business comprises both kinds of pur- 
chasing—what is the answer in that case? We at once 
begin to shade off into a realm where there is no general 
answer possible, and this example is typical of many 
others which will undoubtedly come to mind, all re- 
quiring utmost familiarity with the particular case and 
with the tenets of good organization and sound psychol- 
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ogy if the best answer in each case is to be arrived at. 

Much the same situation is true in the case of per- 
sonnel management, finance, organization, research and 
many of the other facilitating or advisory activities 
necessary in any single endeavor. The answer for en- 
gineering or for purchasing, moreover, will undoubtedly 
not indicate the answers for the others; nor will the an- 
swers to all of them for one undertaking necessarily 
give a clue to the answer for a different line of work. 

Which of such functions, for instance, are of sufficient 
importance in a particular field of endeavor, to justify 
having them report direct to the top? Let no one main- 
tain that it makes little difference where a person re- 
ports, so long as he is a capable person. Many a 
capable person has been held back for years by an un- 
appreciative boss, and many a constructive measure has 
lain dormant for years because its sponsor did not have 
the prestige of position to help him in his fight against 
tradition. 

Which functions, furthermore, are essentially those 
of the particular chief executive himself, and there- 
fore should not be placed on a level below and co- 
ordinate with other units, but made a part of his own 
office? If any considerable number of them, further- 
more, constitute a part of his own intrinsic functions, 
he will need assistance in carrying them on; should his 
assistants for these purposes be given any authority; 
and if so, what, where, when and for what duration? 

Absolutely indispensable to high grade performance 
is the logical answering of all such questions as a pre- 
liminary to setting up a new structure of organization. 
On the answer to them depends in great degree the pos- 
sibility of really effective execution; as has been evi- 
denced time and time again, neglect or failure to answer 
them in an orderly and direct manner—whether the 
result be predominantly line, functional, or staff or- 
ganization—has been a prime cause of failure to get 
satisfying results in spite of inherently capable per- 
sonnel. The consideration of the whole network of re- 
lationships is the beginning point for any attack on 
organization problems, for when such arrangements be- 
come established they are the structural working rela- 
tionships and avenues through which personnel must 
function and which therefore further or retard effective 
teamwork. 


Size and Volume 


Allied to the preceding considerations of kinds of 
functions to be performed is the question as to what 
weight should be given in formulating an organization, 
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to size of unit or volume of work. It is evident that 
one unit may employ hundreds of persons, and yet as a 
relatively minor subdivision of some larger activity be 
placed far down in the scale of organization. On the 
other hand one man alone may exercise a function so 
important that he must report directly to the chief ex- 
ecutive. Or for various reasons it may be desirable to 
recognize and set up as a distinct function, a line of 
activity which at least temporarily will require even less 
than one man’s full time. In this case some one is as- 
signed to conduct the work on a part-time basis, with 
the definite understanding that he is covering two 
separate and distinct functions. For one of these func- 
tions, furthermore, he may have to report to the chief 
executive; for the other he may report lower down in 
the scale. This sort of splitting up of individuals is 
frequently done in industry, particularly in the case of 
rapidly growing institutions, and in launching a new 
activity of an otherwise stable business. 

Clearly there is no relation between size and impor- 
tance of function. 


Any organization structure, then, must rest funda- 
mentally on a careful analysis of basic types of mind, 
of the kinds and importance of functions to be per- 
formed, and of the weight which has to be accorded 
any unit because of its mere size or volume of work. 
The building of a logical structure is inconceivable ex- 
cept as its construction has been preceded by a logical 
answer to each of these questions. 

If formal organization relationships are to play a 
vital part in management, moreover, they must be 
shaped in such a way also as to lend themselves to two 
measures which are essential in making the structure 
effective in practice: to clear-cut definition of function 
and delegation of authority, and to the measurement of 
performance. Only brief comment is necessary here 
in connection with laying the groundwork for team- 
play since both the following topics are discussed more 
fully elsewhere; they are listed here simply as two fac- 
tors which must influence one in his choice of the form 
of the organization structure itself. 


Function and Authority 
A clear definition and delegation of authority will be 
possible in practice only as it is preceded by clear-cut 
thinking at the time the skeleton of relationships is 
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originally determined upon; such thinking, moreover, 
must embrace the whole body of relationships from top 
to bottom—it is frequently near the bottom that rela- 
tions become most mixed up. Crossed wires in organi- 
zation lead to sparks and blown fuses potentially more 
destructive than those which occur in the power line. 
In the effort to define authority and responsibility, 
one great lesson of the past must always be kept in 
mind : no amount of instruction, either written or other- 
wise, will serve to clear up organization relationships 
which themselves are not basically clear and direct. 


Performance 


It was stated previously that there is no way to tell 
conclusively in advance whether our organization struc- 
ture is being properly set up. And the only way to tell 
after it is set up and in operation is through objective 
measurement; provision for such measurement must 
therefore be constantly kept in mind in formulating the 
organization—provision through logical subdivision, 
one-man responsibility at any one point, accurate defi- 
nition of function, and otherwise. All positions from 
the chief executive down, should so far as possible be 
set up so as to make such measurement practicable. 
This requires standards—standards of personnel, of 
facilities, of performance within the limits of budgeted 
expense. As regards expense control, for instance, the 
principle of individual accountability requires that 
the head of each unit automatically have currently 
“charged” to him only those expenses which he himself 
controls. The classification of expense must therefore 
tie directly into the divisions and the subdivisions of 
the organization structure; conversely the organization 
structure must be designed so as to insure the possi- 
bility of expense control by the head of each unit. 

These provisions for measurement must have a con- 
scious place in the formulation of the organization 
structure if dynamic administration is to be made pos- 
sible. In a proper layout and assembly of the parts of 
an organization, almost automatically there are pro- 
vided the na.ural channels in which the meters of per- 
formance will later be set up. Such meters are among 
the prime requisites in making an organization effective 
in practice. 





This article is excerpted from a chapter of a book on 
organization now in preparation by the author. 
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Applied Scientific Management 


XV. Organization—The Sales Department 
By KING HATHAWAY 


Consulting Engineer, San Francisco 


HE early efforts of most of those who were asso- 

ciated with Taylor were devoted mainly to the 

application of the principles and technique of 
Scientific Management to the departments and activities 
concerned directly or indirectly with production and 
accounting. This was quite all right during periods of 
expanding business when the increased production from 
existing plant brought about through Scientific Man- 
agement enabled our clients to avoid considerable 
capital outlay for plant expansion. However, we soon 
realized that during periods of static or decreasing sales 
volume, merely increasing production per man or ma- 
chine hour was far from satisfactory. Under such 
circumstances Scientific Management in the manufac- 
turing departments could only bring about one or more 
of the following results: First, swollen inventories 
with the danger of obsolescence and exhausting liquid 
capital; Second, while making higher wages possible, 
necessitating reduction in the number of people em- 
ployed if swollen inventories were to be avoided; 
Third, effecting a saving only in the direct labor cost 
of the goods produced; Fourth, making available in- 
creased productive capacity which could not be utilized 
in the absence of increased sales. Scientific Manage- 
ment may and does effect savings through the elimina- 
tion of waste, through financial control and budgeting, 
through research and development as well as through 
its application to various other activities not directly 
connected with production; but after all, in a majority 
of cases the greatest savings result from: 

a. High wages coupled with low labor cost per unit 
of product. 

b. More production from existing plant and equip- 
ment, as well as from man power, with a consequent 
reduction in the amount of all indirect cost to be charged 
to each unit of product. 

In almost all businesses the latter of these two sources 
of cost reduction is far more important than the first 
mentioned, but it may not be taken advantage of with- 
out increasing sales sufficiently to utilize the greater 
productive capacity which a well worked out applica- 


tion of Scientific Management inevitably brings about. 
With these facts before us we must take such steps as 
we can to insure sales keeping abreast of increasing 
production. In some instances increased volume of 
sales is easily attained simply through increased effort 
as a result of bringing the need to the attention of the 
management. The sales department in such cases should 
be well organized, well manned, and well managed. In 
the case of the maintenance and construction depart- 
ment of a large corporation, employing some five 
hundred men in such activities, production was more 
than doubled, with resultant savings amounting to more 
than half a million dollars a year. In this instance no 
external sales effort was necessary as the increased 
capacity created was used in building machinery which 
otherwise would have had to be obtained outside. 

In my own practice I have found instances, even in 
large companies, where selling activities were con- 
ducted in a most ineffective, unorganized and un- 
systematic manner and in which the growth of the 
business was lagging behind competitors. These com- 
panies offered an excellent opportunity for adaptation 
and application to sales activities of the same principles 
and practices of Scientific Management as are best 
known in connection with production. 

In sales as in other functions we were fortunate 
in having the benefit of Taylor’s own experience. Dur- 
ing his active practice he had worked out and put into 
effect a sales system for a company manufacturing road 
machinery. Using this as a basis and with the benefit 
of Taylor’s guidance, a plan embodying many of the 
elements of the system of planning and control of 
production was evolved at the Tabor Manufacturing 
Company about 1910. This system resulted in a con- 
siderable economy in salesmen’s time and traveling ex- 
pense, better coverage of territories and increased sales. 
In working out this system the steps were about as 
follows: 

1. A list was compiled of all actual and potential cus- 
tomers, utilizing for this all available sources of infor- 
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mation. This was set up on customers’ record cards 
which provided for: 

a. Name and location, etc. 

b. Names and positions of executives. 

c. Character of business, its products and quantities 
produced. 

d. Equipment already installed—kind, make, size, 
age, etc. 

e. Additional equipment which might be advan- 
tageously installed. 

Naturally a considerable part of this information 
had to be built up later from the reports of salesmen’s 
calls, and much dead wood had to be eliminated from 
the original list based on published trade lists, the com- 
pany’s correspondence files, sales records, etc. In pre- 
paring these “customers’ records” we were surprised to 
learn how incomplete was the company’s knowledge of 
the market for its products, as well as how inefficiently 
and incompletely salesmen largely left to their own de- 
vices and dependent on their own knowledge, had 
covered their territories. 

2. Territories, which had previously been arbitrarily 
set up according to State lines, were rearranged on 
a more logical basis taking into consideration the 
potential market as indicated by the customers’ record 
cards and transportation facilities. Within each terri- 
tory regular routes were laid out—each so far as pos- 
sible being a loop starting from and returning to the 
city designated as the salesman’s headquarters. An 
effort was made to have these “routes” constitute a 
week’s work so that the salesman might spend his week- 
ends at home. A classification was worked out and each 
customer was designated by a symbol which also in- 
cluded his location, route, and territory. 

3. “Call sheets” were prepared for each customer, to 
be sent in due course to the salesmen. These con- 
tained all available information which might be help- 
ful to him and indicated information lacking which he 
should endeavor to get when he called. They were first 
sorted according to routes and then scheduled for dates 
to be called upon. 

4. A “bulletin board” for scheduling the salesmen’s 
work—similar to that used in the works planning de- 
partment—was set up. This provided a set of hooks for 
each salesman on which call sheets were to be placed as 
follows: 

a. First hooks: Stubs from call sheets in the hands 
of salesman, usually including those for any unfinished 
portion of route on which he was working, plus those 
for the next route to be worked. 
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b. Second hooks: Call sheets for route or routes 
to be next sent to salesman. 

c. Third hooks: Call sheets for customers to be 
called upon within next thirty days. These were ac. 
cumulated as they came out of the “tickler” preparatory 
to being arranged by routes and placed on the “second 
hooks.” 

5. Each day the salesman returned the call sheets— 
which also served him as a report form for customers 
whom he had visited. Upon their receipt the follow- 
ing procedure took place: 

a. Any action called for by the salesman’s report 
—such as, sending advertising literature, estimates of 
possible production of customer’s products, making 
quotations, or investigating complaints—was taken. 

b. Entries were made on the customer’s record card 
of the date of the call, of any essential information re- 
ported by the salesman and a date for the next call. 

c. A new call sheet was typed and placed in the 
“tickler” to come out sufficiently in advance of the date 
set for the next call. This carried forward all essential 
information from previous call sheets so that the sales- 
man would not have to depend upon his memory or 
notes. 

d. The old call sheet was filed along with any others 
in back of the customer’s record card. Any new de- 
velopments such as might grow out of correspondence, 
visits from a customer or otherwise were, of course, 
noted on the next call sheet and as new potential cus- 
tomers were heard of they were added to the files. 

6. A “register” was established in which every quo- 
tation was recorded and systematically followed up by 
mail and salesmen’s calls until the order was received, 
placed elsewhere or the customer decided not to pur- 
chase. When orders went to competitors, the facts 
were entered on the customer’s record card. 

This partial application of the principles and tech- 
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nique of Scientific Management was quite simple; the 


sales organization consisted of a sales manager, his 
stenographer and seven or eight salesmen. 
relatively small business such as the one in question, 
the sales manager must perform all of the several 
functions which in a larger company would be allocated 
to a number of sub-departments and individuals. I 
may say, however, that the system for planning and 
control of salesmen’s activities, with little change, may 
be fitted into any larger plan of organization. 
The essentials of a good sales department may be 
summed up as: 
a. A logical plan of organization along functional 


For a | 





Na 


lin 
bu: 


tio 
the 


me 
tio 
pre 
me 


the 
sal 
fic: 
rat 
qu 
ful 
sal 
an: 


ites 
» be 


tory 
ond 


ners 
low- 


port 
s of 
king 


card 
| re- 


the 
date 
ntial 
ales- 
y or 


hers 
 de- 
nce, 
urse, 

cus- 


quo- 
p by 
ived, 
pur- 
facts 


tech- 
; the 
, his 
or a 
tion, 
veral 
cated 
‘ 3 
and 
may 


y be 


ional 








AP gE TO 





November, 1938 


lines, properly correlated with other departments of the 
business. 

b. A system for planning, control, and co-ordina- 
tion of the various activities of the department both in 
the offices and in the field. 

Just as in the case of the manufacturing depart- 
ment, such a plan of organization and system of opera- 
tion should be based upon, embody and carry on in 
practice the four basic principles of Scientific Manage- 
ment, to wit: 

I. Development of a science: Gathering, analysing, 
codifying and making available all information relating 
to markets and uses of the company’s products. 

II. Scientific selection and training of salesmen: In 
regard to selection, the late James Mapes Dodge said 
that after years of experience he had given up trying 
to predict whether or not a candidate might succeed as 
asalesman. In his organization he had men drawn from 
every department of the business who differed widely 
in personal characteristics and in training and educa- 
tion; yet all were successful as salesmen. Every 
manager has seen examples of this. While Mr. Dodge 
had not completely resigned himself to the trial and 
error method, he was willing (within reasonable limits ) 
to let almost any man in his employ have a chance at 
selling, provided the “would-be salesman” was imbued 
with an earnest desire to get into that line of work. If 
he did not make good, his former job was open to him. 
Although our method of selection may not be scientific 
in the most complete sense of the word, we can at least, 
having in mind the nature of the company’s products, 
their uses and the class of customers upon whom the 
salesman is to call, set up and attach values to the quali- 
fications which a successful salesman should possess and 
rate our candidates accordingly. An analysis of the 
qualities of the more successful salesmen may be help- 
ful also. Training is, of course, fully as important to a 
salesman as in the case of a worker in the shop. An 
analysis of what a salesman is expected to do should 
serve as a basis for a course of training. 

Salesmen should be acquainted with: 

a. The Company’s products and their uses, 

b. Competitor’s products and their relative merits 
as compared with those of his own company. 

c. The processes involved in the manufacture of 
his products. 

d. Whether or not products are regularly carried 
in stock. 

e. Transportation facilities and costs as well as 
time required for delivery within his territory. 
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f. Economical, or profitable, units of sale based 
upon cost of handling per order and per invoice line. 
g. The relative profitability of various products. 

All of this as well as a general line of approach and 
presentation may be covered in a course of instruction 
before a new man starts out on the road. Following 
this he may be placed under a qualified and experienced 
salesman for instruction in the field. It will probably 
be found that some of the older salesmen in an organi- 
zation may be benefited by a carefully worked out plan 
of training. Such instruction should, of course, be 
based upon a definite plan and method just as is the 
instruction of a worker in a manufacturing department. 

III. Hearty co-operation between the management 
and the scientifically selected and trained salesman: 
Here, as in the shop a mere spirit of co-operation is 
not enough. A technique and mechanism or system is 
needed. In a considerable degree this is provided by a 
system of planning and control such as has been out- 
lined, which will provide the salesman with essential 
information, conserve his time and energy, insure 
prompt and complete action as required by his reports 
and co-ordinate his efforts with other activities of the 
sales department and other departments of the business ; 
thus, as Taylor expressed it, bringing together the 
science which has been developed and the scientifically 
selected and trained worker. Here again emphasis is 
thrown upon co-operation of the management with the 
worker. On the salesman’s side co-operation will be 
found to consist mainly of his industry, intelligent use 
of the information supplied him, thoroughness of his 
reports, and, in following the plans and instructions 
which he receives. 

IV. Proper division of responsibility between man- 
agement and men in the field: It will be found upon re- 
flection that in sales, as in the case of shop operation, 
there are many responsibilities which management 
should and can assume better than can the salesman. 
The functional organization outlined further on indi- 
cates the nature of such responsibilities. 

In selling as in any other activity in which we under- 
take to apply in an effective manner the principles of 
Scientific Management, we must have a suitable plan of 
organization, as well as properly devised system through 
which these principles may be consistently and continu- 
ously expressed in action. The following outline of a 
sales organization is fairly typical of one suited to a 
moderately large and diversified business. It will be 
observed that it may be readily expanded or contracted 
to meet the needs of a particular case. 





174 THE SOCIETY FOR THE ADVANCEMENT OF MANAGEMENT JOURNAL 


C SALES DEPARTMENT 
Executive: General Sales Manager 


The Sales Department would embrace the following 
divisions : 


. CAA General Administration 
CAM Merchandising 


CA ea } CAP Sales Promotion 
aS CAR Sales Research and Develop- 
Divisions 
ment 
| CAV Advertising 
Auxiliary ( CLC Contract, Quotation, Order, 
CL Sales Editing, and Pricing 
Divisions } CLP Salesmen Activities—Planning 
| and Control 
{ CSH Material Handling Equip- 
Direct ment 


CS Selling « CSM Machine Tool 
Divisions CST Small Tool 
CSV Valve and Instrument 


{. CTA Central Atlantic 
CTH Home Territory 
CT Field Sales | CTM Middle West 
Territories ; CTN New England 
Divisions CTP Pacific Coast 
CTS South Atlantic 
CTW South West 





The functions of these divisions are outlined as 
follows: 


CAA General Administrative Division 


In Charge of General Assistant to Sales Manager 


The general administrative division will handle all 
matters which do not fall within the scope of the other 
divisions of the department. 

These would include: 


a. Handling complaints and adjustment. 

b. Study of legal and governmental regulations 
affecting sales. Maintaining files and supplying in- 
formation in regard thereto. 

c. Preparation of governmental reports. 

d. Handling transactions in regard to trade marks 
and patents. 

e. Handling matters affecting relations with com- 
petitors and dealings with trade associations. 

f. Digesting reports on economic and trade situ- 
ations with a view to their effect on sales. 
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g. Study and routine review of tariff laws and of 
foreign competition affecting our sales and prices. 

h. Fixing prices for new products, making cur- 
rent price changes, and compiling price lists. 

i. Reviewing sales analyses, profit and loss state. 
ments, and other reports, and preparing digests of same 
with recommended action for the attention of the Sales 
Manager and heads of divisions concerned. 

j. Maintenance of customers’ history cards. 

k. Receiving and reviewing on behalf of Sales 
Manager periodic reports of activities of the various 
divisions of the Sales Department. 

1. Compiling and keeping up policy and practice 
handbooks containing information for the guidance of 
the various divisions of the Sales Department and men 
in the field. This would cover for each territory or 
area and for each class of customers therein, decisions 
with respect to selling through jobbers or direct, and 
special understandings or arrangements with customers, 
etc. 

m. Routing of incoming mail to the division or 
individual concerned. 

n. Handling any matters specially assigned by the 
Sales Manager. 


CAM Merchandising Division 


The function of the Merchandising Division will be: 
a. To initiate improvement in products with par- 
ticular reference to the viewpoint of the user. 
b. To develop special plans for marketing products. 
c. To study sales methods, to compile data with 
respect to products and their uses, and to furnish in- 
formation and instruction of a character calculated to 
assist salesmen in their work. 
d. To work up plans for the marketing of new 
products. 
e. Arranging for exhibits calculated to promote 
sales at conventions or other events. 
f. Arranging for attendances at conventions and 
for sales promotional talks before various organizations. 
In the performance of its function, this division would 
co-operate with all other divisions of the Sales De- 
partment. 


CAP Sales Promotion Division 


The duties of this division would include: 

1. Systematic study of actual sales based upon the 
periodic reports and tabulations furnished regularly by 
the accounting and statistical departments ; upon special 
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tabulations or reports from the same source, or other 
reports and basic data from whatever source. 
These would be: 

a. By territories and subdivisions thereof. 

b. By classes of customers and individual cus- 
tomers. 

c. By classes and items of product. 

2. These studies would be made with the object of: 

a. Checking our sales against quotas and potentials. 

b. Indicating specific products, the sales of which 
may be deficient either as a whole or to certain classes 
of customers, or in certain areas. 

c. Indicating deficiencies in our sales to present or 
prospective customers. 

d. Initiating or taking such action as may be de- 
sirable with a view to increasing sales, improving the 
situation with respect to small item purchases,—i.e., the 
purchase of items in uneconomical quantities, and mak- 
ing accounts more profitable. 

3. Maintaining such records of sales to customers as 
are essential to current check and follow-up. 

4. Systematically following up quotations. 

5. As a result of the studies outlined above and with 
a view to sales promotion: 

a. Direct letter inquiries and solicitations with re- 
spect to deficiencies in our sales to specific customers. 


b. Instructions and advice to salesmen through the 


planning and control division. 

c. Recommendations or suggestions to direct sell- 
ing divisions. 

d. Recommendations or suggestions or requests to 
merchandising or research and development divisions. 

e. Sending out circular or form letters to selected 
lists of customers or potential customers. 

f. Sending out direct mail advertising matter or 
other sales promotional material either to selected lists 
of customers or prospective customers or upon requests 
from various sources. 

g. Sending out samples either to selected lists or 
in response to requests. 

h. Sending out price lists. 

6. Maintenance of classified, rated, mailing lists of 
customers and prospective customers. 

7. Making comparative studies of results of sales- 
men’s work and preparing periodic letters to men in the 
field appropriately commenting thereon and keeping 
them posted with respect to developments. 

8. Maintaining stocks of advertising matter and 
other sales promotional material. 

9. Acting as clearing house and co-ordinating agency 
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for requests from all other divisions upon the adver- 
tising, merchandising, and sales research divisions. 


CAR Sales Research and Development Division 


The duties of the Sales Research and Development 
Division would include: 

1. Reading and digesting current literature relating 
to the use of products, such as trade papers, profes- 
sional journals, proceedings and bulletins of profes- 
sional societies, etc., and: 

a. Bringing anything of importance to the atten- 
tion of parties concerned, with a view to the promotion 
of sales or the development of new products. 

b. Indexing such data for reference. 

c. Maintaining files of publications or clippings 
therefrom. 

2. Maintaining contacts with associations of product 
users. 

3. Additions to and changes in “data book” with 
references to products and their uses. 

4. Periodic letters to salesmen in regard to new de- 
velopments in the use of products and other matters of 
interest relating to the industry. 

5. Providing liaison between the Sales Department 
and the Research and Development Department. 

6. Providing liaison between the Research and De- 
velopment Department and users or other interested 
outside parties in the development or improvement of 
products or in the extension of their use. 

7. Conduct of market study and analysis for the 
purpose of defining, evaluating, and extending markets 
for our products. 

8. Study and analysis of competition. 

9. The setting up of quotas. 


CAV Advertising Division 


The Advertising Division would be responsible for: 

1. Preparation of proposed annual advertising pro- 
gram and estimate of appropriation required, for con- 
sideration of the Comptroller, the Sales Manager and 
Directors and for administration of such program as 
approved. 

2. Relations and dealings with advertising agencies. 

3. Procuring and furnishing to advertising agencies 
data necessary to the preparation of copy for periodical 
advertising. 

4. Checking and correcting of advertising copy. 

5. Acting as clearing house for ideas and suggestions 
emanating from the direct selling division and other 
sources within the organization with respect to adver- 
tising. 
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6. Preparation and printing of pamphlets and cir- 
culars for direct mail advertising. 

7. Co-operating with the merchandising, sales pro- 
motion and direct selling divisions in sales campaigns 
and in launching new products. 


CLP Salesmen’s Activities Planning and 
Pricing Division 

The duties of this division would include: 

a. Making all routine quotations in response to 
inquiries. 

b. Routine acknowledgement of orders. 

c. Replying to requests as to dates of shipments. 

d. Editing orders preparatory to typing. 

e. Pricing of orders preparatory to billing. 

f. Follow-up of shipments. 

Note: Inquiries not of a routine nature would be 
routed to the proper direct selling division. Typing of 
orders and billing would be handled by the order and 
billing section of the Comptroller’s Department. 


CLP Salesmen’s Activities Planning and 
Control Division 


This division acts as the co-ordinating agency be- 
tween the men in the field and the various divisions in 
the Sales Department and the works. Its duties include: 

a. Providing and maintaining “customers’ record 
cards” and “call sheets” for customers and prospective 
customers in each area. 

b. Scheduling calls, planning routes, and sending 
call sheets to salesmen at the proper time together with 
any information, instructions, requests, advice, and 
copies of correspondence emanating from various 
sources in the Sales Department or elsewhere. 

c. Receiving and reviewing all reports from sales- 
men, routing those calling for action to the proper 
parties, and following up to insure their return after 
action is taken. 

d. When any necessary action called for by a re- 
port has been taken, scheduling and arranging for the 
salesman’s next call. 

e. Preparing periodic reports of salesmen’s ac- 
tivities and results thereof. 

f. Co-ordinating work of specialist salesmen with 
general salesmen or District Sales Managers and with 
the various divisions of the Sales Department. 

g. Checking expense reports and bringing any- 


thing out of the ordinary, or excessive, to the attention 
of the Sales Manager. 
CS Direct Selling Divisions 


The duties of these Divisions will be to: 
1. Receive through the planning and control division 





salesmen’s reports covering calls on customers in their | 


respective lines when such reports require or suggest 
specific action or are otherwise of interest. 


2. Keep informed through the sales promotional divi- | 


sion with respect to sales to their respective classes of 
customers. 

3. Receive and handle all sales correspondence other 
than that of a routine nature such as is handled by the 
order and quotation division. 

4. Co-operate with and effectively utilize the services 
of divisions of the Sales Department. 

5. Through the planning and control division advise 
and instruct salesmen with respect to desired action. 

6. Ascertain reasons for sales deficiencies and 
recommend ways and means for improvement. 

7. Keep informed through all available channels of 
developments with respect to uses and users of prod- 
ucts, trade practices, competitions, etc., in order that 


no opportunities for expanding sales in their respective | 


lines may be overlooked and that all proper steps may 
be taken to that end. 

8. Handle all correspondence and other transactions 
or dealings with actual or prospective customers when 
same are not of a routine nature. 


CT Field Divisions 


1. These will consist of the various territories or dis- 
tricts each of which will be supervised by a District 
Sales Manager who will be responsible to the General 
Sales Manager and who operates under the guidance of 
and co-operates with the various functional divisions 
of the sales department. 

2. In each territory there may be several salesmen— 
some of whom may be specialists devoting their time to 
sales of a single line of product or to a single class of 
customers, while others may in a given area handle sales 
of all products to all customer classes as market surveys 
may indicate to be best. 

3. The District Sales Managers should act as liaison 
officers between the sales divisions in the office and the 
men in the field. They should, at su‘ficiently frequent 
intervals, spend enough time in the office to keep thor- 
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oughly informed and to give the Sales Manager and the 
heads of the various divisions the benefit of their obser- 
vations and advice with respect to conditions in the field. 

4, In the field they should: 

a. Systematically supervise the work of their sales- 
men checking over results, discussing difficulties and 
affording them such helpful advice, constructive criti- 
cism, encouragement and instruction as may be called 
for. 

b. Straighten out difficulties which the salesmen 
have not been able to handle. 

c. Make good-will calls on important customers in 
company with the salesman or alone as the case may 
call for. 

d. Assist the salesman in closing important con- 
tracts or in obtaining large new customers. 

e. Seeing that prescribed methods and plans are 
being followed intelligently. 

The various divisions may of course be subdivided into 
suitable sections—each dealing with certain of the allo- 
cated activities. 

The accounting system as it has been described in 
earlier chapters of this series, is designed to supply a 
monthly profit and loss statement showing the amount 
of sales of each class and and each component article of 
product, as well as the profit or loss thereon. This is 
most important to the sales management in visualizing 
sales trends, as a guide to profitable selective selling ; to 
working for the correction of faulty trade or manufac- 
turing practices which result in inadequate profits, for 
improvement in the price structure, and in intelligently 
governing sales promotional activities and expenses. 
From the same basic data may also be set up analyses of 
sales by territories, by classes of customers and even 
individual customers. These supplementary reports 
may show just what products are sold, the number and 
amount of individual sales, the adequacy and profitabil- 
ity of sales of various products in different territories 
to customer classes and to individual customers. The 
use of tabulating machines naturally facilitates the mak- 
ing of such analyses which in many companies might 
not otherwise be possible. In some companies—par- 
ticularly those with numerous products, a large number 
of customers and a large number of individual small 
item sales, it may not be feasible, nor may it be desirable 
to make these detailed, supplementary analyses each 
month: quarterly, monthly, or even annually may suffice. 

In my own practice I have been amazed by the num- 
ber of deep seated beliefs that have been proved to be 
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erroneous by the cold facts which such analyses bring 
to light. The value of information resulting from de- 
tailed analyses such as described above, with respect to 
actual accomplishment is obvious—if consistently and 
intelligently used. Its value will, however, be greatly 
enhanced if it is supplemented by painstaking market 
analysis, such as is indeed necessary to a system of 
planning and control of sales effort—both in its broader 
sense as represented by the activities of the functional 
divisions of the Sales Department and the work of sales- 
men in the various territories, 

The purpose of market analysis should be: 

a. To ascertain the potential market for the com- 
pany’s products under normal business conditions. 

b. To determine how much of it might properly be 
regarded as the company’s fair and reasonable share. 

c. The establishment of “quotas” for each terri- 
tory. 

d. Comparison of actual performance with quotas. 

e. Determination of the quantity and quality of ad- 
ditional effort that should be put forth. 

There are, of course, many variables involved—some 
quite difficult to deal with, but fortunately a wealth of 
good literature and many sources of basic data are avail- 
able to those concerned with this element of sales man- 
agement. 

The American Society of Mechanical Engineers’ 
Bibliography of Management Literature embraces an 
extensive list of books, articles and papers dealing with 
every phase of sales organization and management. A 
considerable portion of this literature specifically relates 
to the adaptation and use of the principles and practices 
of Scientific Management to meet the needs of the Sales 
Department. The industrial engineer, the General 
Manager, and the Sales Manager who aim through 
Scientific Management to increase sales volume, to in- 
crease profits and to decrease selling costs will benefit 
by a well-selected course of reading from this source. 

Each business must, in a large measure, work out its 
In the early stages the 
results of such an endeavor may not be expected to be 
either complete or free from inaccuracies; neverthe- 
less, they will be found useful and with increasing ex- 
perience coupled with perseverence will constantly 
improve. The first step should be to build up as com- 
plete a classified list as possible of actual and prospec- 
tive customers. Second, to set up a list of the products 
which each class of customers uses. Third, on some 


own plan of market analysis. 
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rating basis, set up the amount of each product that 
each customer might use. If copies of these lists of 
products which each customer might use are sent to men 
in the field along with call sheets and if the salesmen 
make such check up as circumstances permit, accuracy 
will gradually come about. Comparison of sales to com- 
parable customers as shown by analysis of actual sales 
will be found helpful. 

It seems almost needless to say that there should be a 
high degree of co-operation and co-ordination of action 
between the Sales Manager, the heads of certain divi- 
sions, and the production planning department. It is 
important that the sales department be kept informed 
with respect to such things as: 

a. Inventories. 

b. Rates of operation—unusued, over loaded or in- 
creased plant capacity. 

c. Anticipated or actual reduced production due to 
material shortage, equipment troubles, or other causes. 

d. Advantageous variations in product which might 
be profitable if agreeable to customers. 

On the other hand the sales department should advise 
the manufacturing department of probable increases or 
decreases in sales of various products. 

To a great extent what was said in Chapter III of 
this series with respect to the qualifications of a General 
Manager seems to apply also in the case of a Sales Man- 
ager. He must be primarily an executive, one who can 
work through and with an organization—rather than 
one who feels that he must do it all himself. He should 
delegate authority and responsibility and not swamp 
himself in a mass of detail. He must inspire the mem- 
bers of his organization with confidence, impart enthusi- 
asm and encourage initiative while seeing that they pull 
together and do not cross wires and keep within the 
boundaries of their respective fields of activity. He 
must establish a policy for fair dealing within his own 
organization and among the company’s customers. He 
must be able to interpret reports and statistics and above 
all he should be profit conscious. I do not consider it 
nearly so important that he should have had actual 
sales experience as that he should possess managerial 
ability, an ability to deal with facts and a fairly good 
acquaintance with all features of the company’s busi- 
ness. One of the best Sales Managers that I have 
known, had been the company’s comptroller. 





This is the fifteenth in the series of articles on “Applied Scientific 


Management” which began in the October, 1932, issue of the Bulletin of 
the Taylor Society. 
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BOOK REVIEWS 


Personnel and Labor Relations. By Dale Yoder, Pren- 
tice-Hall, Inc., New York, 1938, pages xix, 644, 
($5.35.) 


Professor Yoder has made a genuine contribution to the 
textbook literature on personnel administration. He presents 
an up-to-date picture of the wide variety of activities now ac- 
cepted as a part of this total field. And he presents it in the 
setting of a liberal, experimental and forward-looking attj- 
tude which gives proper tone to the whole. 

The necessary effort to touch upon so many subjects nat- 
urally leads to better results in some fields than in others, 
The statistical emphasis, for example, is new and useful to 
the practitioner. The discussion of training seems to me less 
strong and sharply seen than is desirable. The treatment of 
collective bargaining, on the other hand, usefully stresses ways 
and means of successful operation. The chapter on the pub- 
lic service is distinctly worth while and in the light of present 
developments might well have been longer. 

The only important critical comment which I would offer is 
the failure to discuss how all the procedures described are to 
be integrated into the activities of line executives and no less 
how the underlying thinking of line executives from top to 
bottom is to be made more continuously personnel-conscious. 
This is the crux of the problem from the point of view of 
implementation. And since more students of the subject use 
it in their eventual capacities as general rather than functional 
executives, they should be brought to think in these terms. 
For it cannot be too often and too insistently pointed out that 
in this whole field why we act and how we act are just as im- 
portant as what we do. Good procedures do not guarantee 
good personnel work. And wise general policies under gener- 
ous and affirmative leadership can succeed in the face of tech- 
nical shortcomings. 

I should have been glad to see this volume clearer on this 
point. But in the main the student will find here a compre- 
hensive and thoroughly competent record of present day prac- 
tice. By Orpway Trap, Editor of Business & Economic 
Books, Harper & Brothers, New York. 


Experiments in Industrial Psychology. By Adelbert 
Ford, Kopy Komposers, Philadelphia, 1937, pages 
60. 


The applications of industrial psychology have received wide 
notice with the emphasis that such methods may point to more 
objective data in dealing with the wide ramifications of hu- 
man relations problems. 

The books published in this field generally describe results. 
The techniques and methods are derived from the psychological 
laboratory. These methods have been adapted to meet prac- 
tical application. The manual “Experiments in Industrial 
Psychology” by Adelbert Ford is an interesting attempt to 
bring together some of these methods in a systematic fashion 
for training students in laboratory methods of psychology for 
application in industry. 
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The manual describes twelve experimental methods. The 
first eight experiments deal primarily with statistical method- 
ology. They also cover such items as measurement of job per- 
formance and tests of mechanical aptitude. 

The last four experimental methods deal with environ- 
mental influences of work and investigation of noise. The last 
three are concerned with work simplifications covering time 
study and motion study and determinants of work output. The 
time study methods describes the ascholiagraphic technique 
which was developed at Lehigh University under the direc- 
tion of Dr. Ford. 

The methods indicated in this manual are interesting com- 
pared with techniques in the Cost and Production Handbook 
and the Mechanical Engineers’ Handbook. Although this 
manual is prepared for college students, it merits the attention 
of others who are seeking methodology in studying human fac- 
tors in manufacturing organizations and business. By RicuH- 
arp S. ScHuttz, The Psychological Corporation, New York. 


Profitable Public Relations. By Bronson Batchelor, 
Harper & Brothers Publishers, New York and 
London, 1938, pages xii, 252. ($2.50.) 


Much has been said of late about the greater social respon- 
sibility which must be accepted by modern business men and 
of the increasing need for statesmanlike qualities in our execu- 
tives if the “American System” is to endure. Mr. Batchelor, 
who believes whole-heartedly in that system, has written an 
effective book in which he contends that even if industry suc- 
ceeds in meeting these responsibilities, it will avail but little 
so long as the Amevican people continue in their attitude of 
suspicion and distrust. 

A dramatic indication that such an attitude does exist was 
shown in a recent extensive survey when nearly two-thirds of 
the persons interviewed stated that they were definitely antag- 
onistic to industry. This reaction is not a new one and has 
existed to some extent since Jefferson and Jackson. However, 
it was not until the early part of the present century that, un- 
der such progressives as Theodore Roosevelt, Bryan, La- 
Follette, and Wilson, the public came to suspect all business 
and industry was placed definitely on the defensive. 

The Interestate Commerce Act, the Hepburn Act, the anti- 
trust suits, the Federal Reserve act, and the Transportation 
Act of 1920 were in part both the cause and the effect of the 
public’s antagonism to industry and of its belief in govern- 
mental effectiveness in curbing the industrialist. The World 
War further altered the traditional concept of government and 
resulted in new aggrandizement of Federal power. 

When the collapse came in 1929 and the following depression 
increased in severity, industrial evils were claimed as the 
cause. Here was a new war to fight and since private enter- 
prise could not provide jobs for those desiring to work, it was 
the government’s duty to do so and return prosperity. The 
“New Deal” was swept into power and regimentation of in- 
dustry became a pass word. Public controls such as the S E C 
regulations, F T C activities, wage and hour control, heavy 
corporation taxes, and special commissions are now realities. 

Mr. Batchelor recognizes that private enterprise has not 
always had clean hands and is of the opinion it is largely re- 
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sponsible for public hostility. There are, of course, examples 
of flagrant misuse of corporate responsibilities and worse. 
But even the vast majority of business men to whom un- 
ethical practices are repugnant, expect that while earning 
records are satisfactory, they should be accepted without 
questions asked. A lack of frankness is primarily at fault. 
Mr. Batchelor believes that greater candor and patient will- 
ingness in dealing with employes and the general public are 
essential factors in a newly energized “consciousness of con- 
sequences,” 

Although articulate and effective relations with the public 
are of immense importance to industry, business men as a rule 
are inarticulate in speaking the language of the people. Lead- 
ers of industry have insulated themselves from everything 
except their own immediate world while an adverse public con- 
cept has been firmly established. Furthermore, there are great 
forces in effect today which tend to strengthen that attitude. 

The facts are perhaps discouraging, but Mr. Batchelor is 
convinced it is not too late to act. He believes that indus- 
try—organized and individually—can best build toward pub- 
lic good will through intelligent public relations programs 
which rest upon straight-forwardness and genuine sincerity of 
purpose. He seeks to establish a background against which 
such activities can be evaluated properly, to set up goals, and 
to create the objectivity which industry must bring to a so- 
lution of the problems of developing better public relations 
and employe morale. Mr. Batchelor also discusses professional 
methods, techniques and tools, and public relations as a pro- 
fession. In all of this he is, on the whole, effective. 

Profitable Public Relations is an interesting and valuable 
addition to the limited published material on the subject. It is 
in many respects elementary, but is the kind of book needed to 
popularize an important tool of management that may be an 
essential one if business is to continue under the system of 
private enterprise. For as Dr. Childs of Princeton has said, 
“The struggle for power ... is in a large part a struggle for 
control over minds of men. The groups which excel... will 
be those most effectively implemented with the techniques and 
tools of opinion leadership.” By H. A. Roppitcx, McKinsey, 
Wellington & Company, New York. 


Vertical Integration in the Textile Industries. By 
Hiram S. Davis, George W. Taylor, C. C. Balder- 
ston, Anne Bezanson, Industrial Research Depart- 
ment, Wharton School of Finance and Commerce, 
University of Pennsylvania, Philadelphia, and The 
Textile Foundation, Inc., Washington, 1938, pages 
xii, 132. ($1.50.) 


Textiles required for such products as women’s dresses or 
novelty curtains generally change ownership several times as 
they flow from raw material to finished goods. But textile 
products like hosiery and sheets usually remain under one 
ownership throughout manufacture. The scarcity of integra- 
tion in women’s wear may be compared to the relative fre- 
quency with which the manufacture of fabrics is combined 
with the cutting of men’s clothing. 
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The principal advantages from integration are decreased 
operating costs, additional profit margins, stability of opera- 
tions, quality control, certainty of supplies or markets, diversi- 
fication of outlets, demonstration of uses, and minimized style 
risks. Among the limitations most difficult to overcome are 
breaking into a new field, increased inventory and style risks, 
spreading management, restrictions upon variety, disparity be- 
tween scales of operation, and inflexibility. The balance de- 
pends not only upon the presence of certain favorable factors 
but also upon the particular methods by which integration 
is attempted. Some have failed under apparently favorable 
conditions while others have succeeded against odds. 

Forward integration from the mill to the fabrication and 
sale of garments, etc., requires the development of new 
markets and is therefore more difficult than backward inte- 
gration which means principally the creation of a new source 
of supply. The disparity between the scale of operations re- 
quired for minimum costs in the mill and that required for 
the more varied products makes the combination of the two 
difficult. The greatest obstacle of all, however, is the fact 
that the self-contained vertical organization does not quickly 
and easily adjust itself to new conditions involving style, 
prices, processes, raw materials, or markets. 

Partial integration has generally been more successful than 
complete integration. It requires the use of non-competing 
markets when integrating forward and of tapering the capacity 
of new operations when integrating backward so that each 
supplies only part of the need. Partial integration may help to 
minimize the speculative aspects of mill specialization but it is 
by no means to be considered as a panacea. 

This is a study of the actual policies followed by textile 
managements and an appraisal of present-day business experi- 
ence. Every controller in the textile industry or in any other 
industry in which integration is a live subject will wish to 
read this pamphlet. By E. Stewart FREEMAN, Chief Budget 
Officer, Dennison Manufaciuring Company, Framingham, Mass. 


Industrial Price Policies, A summary prepared by 
Maxwell S. Stewart covering the main arguments 
to be found in Industrial Price Policies and Eco- 
nomic Progress by Edwin G. Nourse and Horace 
B. Drury, Public Affairs Committee, Inc., New 
York, 1938, pages 32. ($.10.) 


This digest of one of the most important books of recent 
years on price policies follows its main thesis quite faithfully. 
The distinction between mere bigness and monopoly is clearly 
presented, and so is the idea that bigness may not be bad for 
society just because it is bigness. 

In this, as well as in the original basic book, one defect in 
argument is noteworthy; namely, the failure to make it clear 
that the price policy of any given concern or for any given 
commodity may have a _ recognizable life-history. Many 
products now produced on a mass basis at low prices and in 
great volume started as high-priced luxuries and had their 
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prices reduced not as matters of policy, but as a result of ma- 
turing. They perhaps went through the stages of “luxury at a 
high price” “semi-luxury at a medium price” and “mass prod- 
uct at a low price” as inescapably as a man first must be a 
baby and then a boy. The incorporation of this thought into 
the argument would help to reconcile some present apparent 
contradictions. By Paut T. CuHertncton, Management Con- 
sultant, 9 Rockefeller Plaza, New York. 


Psychological Aspects of Business. By Edward K, 
Strong, McGraw-Hill Book Company, Inc., New 
York and London, 1938, pages x, 629. ($4.00) 


This volume ably shows the application of psychology to 
some of the more pressing problems of every-day business. A 
little over the first half of the book is a rewrite and condensa- 
tion, plus new material, of the author’s 1925 edition of Psy. 
chology of Selling and Advertising. Two new chapters on 
consumer research and propaganda have been added; two new 
parts or sections on research techniques and employer-employe 
relations have also been presented. 

When one considers the effect of the current impact of 
labor relations upon the successful management of an enter- 
prise it should be clear that the present day problem which 
presses for immediate solution is mainly psychological. It is 
obviously so because it is mostly concerned with how to influ- 
ence human beings to do what you want done. Thus there no 
longer exists either the slave-owner type of dominance over 
workers, or the boss-workman type of dictatorial powers which 
industry has been using in the past. Whether or not we like 
this, it is true, and it is probably the result of recent intense 
unionism and governmental control of industry. It would there- 
fore seem that in the future it will be more difficult for busi- 
ness managers to make a reasonable profit unless they more 
fully apply psychological methods as an aid to the solution of 
their problems. This introductory book will aid the manager 
to develop a background upon which he can solve some of the 
present industrial relations disputes, and will teach him some 
of the basic techniques requisite to influencing others. 

The main theme of this book covers employe-employer rela- 
tions, selling and advertising, and stresses how to get people 
to co-operate in the solution of human problems. The parts on 
market research questionnaires and methods of statistical 
analysis are very brief and not all that might be desired be- 
cause they leave the reader somewhat mystified as to what 
should really be done in an actual survey. The parts on rating 
scales and job analysis are not nearly as modern as they might 
be; some of the material is obsolete. Although a great many 
references have been given, it seems that the documentation of 
the text could be greatly improved. But on the whole these 
comments should not lead one to believe that this book is other 
than a first-rate introductory presentation on some of the 
ways in which psychology can be used in business. By E 


Dmton Situ, Professor of Engineering, University of 
Redlands, Redlands, California. 











